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COMMERCE AND TARIFFS IN THE PHILIPPINES. 


THE battle of Manila Bay marked the beginning of a revolu- 
tion in the commerce of the Philippines. The news of the 
American occupation of the islands seems to have incited mer- 
chants in all parts in the world to lade their vessels with cargoes 
for Manila. During the last decade of Spanish rule the total 
exports and imports together averaged about 50 million dollars 
(Mexican) per annum. In the best year they were 60 millions. 
In each of the first three years of American rule they were 
respectively 80, 109, and 120 millions, exclusive of importations 
for the use of the military establishment. This increase came 
during the continuance of war and in spite of its ravages. But 
this marked growth is not the only evidence of a commercial 
revolution. Trade has changed its direction as well as increased 
in volume. By discriminating tariff-rates and severe restrictions 
Spain forced the islanders to import a large part of their wares 
in Spanish ships and to buy of and sell to Spanish merchants. 
Fully one-third of the insular trade was with Spain. Nearly all 
of this has now been diverted to other nations. 

The explanation of this revolution is to be found only in the 
confidence of foreign merchants in the integrity of our govern- 


Vol. X, No. 4. 501 


3 


502 JOURNAL OF POLITICAL ECONOMY 


ment and in the expectation of a more regular, just, and liberal 
administration of commercial law. For it took place largely 
before there was any prospect of an immediate close of the war, 
before the wounds industry had suffered were healed, before our 
civil government had been extended to the provinces and 
municipalities, before our new tariff policy was declared, and 
before the influence of our new schools upon native industry 
could be felt. Moreover, it cannot be attributed to the touch 
of American energy, for American capital and industrial leader- 
ship had not yet been introduced in the islands. 

For a clear understanding of the tariff which was recently 
enacted for the islands by the United States Philippine Commis- 
sion, it will not be amiss to review, briefly, the history of Philip- 
pine commerce and to note the main features of the old Spanish 
tariff. The story of the ancient commerce of the islands from 
i573 to about 1812 is full of interest and of romance, to which 
we can make but a passing reference. The adventures of the 
stately royal galleons which plied between Manila and Acapulco, 
their hair-brcadth escapes, or thrilling captures by the bold 
buccaneers who lay in wait for them off the coasts of Cali- 
fornia, or at the entrance to the straits of San Bernardino on the 
other side of the Pacific, would form a story full of incident and 
interest, but one which would not be altogether pertinent to our 
present purpose. 

It is perhaps a trite observation that the discovery of the 
Philippines and their final occupation by Spain accomplished 
the purpose of Columbus’s voyage by giving to Europe a new, 
though long and tedious, route to the Orient. Manila, the first 
outpost to be held by European traders in the Orient, had 
peculiar advantages of location. On the one side were the 
Spice Islands, on the other India and China. Her very situation 
made her a natural emporium for the most precious wares then 
known to commerce. With the same energy which had just 
given Spain an empire beyond the seas the Spaniard set himself 
to exploit the advantages which this location afforded for trade. 
To a certain extent he found the ground ready prepared and the 
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Chinese, who had prepared it, became his willing agents and 
co-workers. For centuries prior to the coming of the Spaniard 
the Chinese had frequented the islands by way of trade. They 
sought there rice, cocoanuts, and palm oil, sugar, various fibers, 
fine straws and cane, dye-woods and lumber, as the staple 
products. But they also gathered up a number of the luxuries 
which were most highly prized in China. These came from the 
southern and southwestern islands of the group. They were: the 
succulent sea snails; deche de mer; edible birds-nests, white, trans- 
lucent, gelatin-like in substance, and usually worth their weight 
in silver; also tortoise shell; pearls and mother-of-pearl. In 
exchange it is supposed that the Chinese brought the Filipinos 
cotton, grass linen, and other cloths, silk, and all sorts of man- 
ufactured wares, iron and iron implements, and household 
utensils. 

The coming of the Spaniard changed the course of trade. 
The natives were forced to pay “tribute”’ or taxes to the crown 
of Spain. This tribute was paid in kind. Very considerable 
quantities of the staple products, especially of rice and palm oil 
were gathered into the government warehouses by the tax-collect- 
ors. There the officials bartered them for those wares which the 
Chinese brought to the islands, and especially for those which at 
that time were most highly prized in Europe. The clever Chinese 
soon learned what the newcomers sought. They brought them 
silk, fine woven fabrics of India and Persia, some gold and 
jewels, and above all, they scoured the seas for spices. The 
wares so obtained, representing the revenues of the government, 
were, once each year, shipped on the state galleon to Mexico, 
where they were sold on behalf of the crown to cover, in part at 
least, a regular contribution from the Mexican branch of the 
treasury of 250,000 Mexican dollars, for the support of the insu- 
lar government. This was the main purpose for which the gal- 
leon sailed. But incidental to this, permission was granted to 
sundry adventurers, favorites of the king, prominent officials, 
members of the religious orders, and a few pensioners, to ship 
similar goods in the same manner. When the ship returned tu 
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the islands she brought back, besides barrels upon barrels full of 
Mexican silver dollars, Spanish wines, and manufactures of 
Europe. 

In bulk this ancient trade was never large, but, owing to the 
costliness of the wares exchanged, it was extremely profitable. 
One lonely ship each year, and that not a large one, plowing its 
way through a dreary waste of waters, scarcely accords with our 
modern idea of a large and lucrative trade. Occasionally the 
galleon found a dull market in Mexico, but usually the profit 
was from 100 to 400 per cent. For many years it was 
restricted by law to 100 per cent. But, small as was the 
body of goods exchanged, this traffic made, in one impor- 
tant respect, a deep and lasting impress upon the commerce 
of the world. It gave the Orient its present standard coin 
of trade, the dollar. For many years before the Mexican 
dollar began to invade the English colonies on the coast of 
North America, for two centuries before its counterpart became 
our national standard, that most interesting of all coins was 
being poured into the Orient through Manila in large quantities. 
As has been said, the regular shipments in coin, on the account 
of the government alone, amounted to $250,000 each year. The 
returns on private shipments of goods swelled this considerably 
and in some years the galleon carried over as much as $3,000,- 
ooo. That an insular population, which as late as 1787 barely 
reached 900,000 Christian souls, could not absorb this vast amount 
of metal needs no demonstration. It simply flowed away in the 
regular course of trade, and hence it is that today China, Japan, 
the straits settlements, and practically all the ‘“‘ Far East,” use 
the Mexican dollar, or a coin very similar to it, for the bulk of 
their trade. 

From the very first the Spaniards levied a tariff upon this 
lucrative trade. Legaspi, the first governor, was but barely 
established in power before he opened the customhouse in 
1573. This early tariff was not especially designed for the 
Philippines. It was the ancient “ a/mojarifazgo,” whose quaint 
Moorish name is so suggestive of its antiquity, which had been 
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imposed by the laws of the Indies upon all the territories to be 
discovered beyond the seas which were granted to Spain by the 
bull of pope Alexander VI. It is strikingly characteristic of the 
conservatism of the Spanish government that the tariff which 
was in force in the Philippine Islands at the time of the American 
occupation still embodied the main features of this hoary old 
tariff. These features were: first, that the classification of the 
imports was based upon their origin. Thus, goods of Chinese 
origin bore one rate, those of European origin another. Second, 
that goods of Spanisk origin and goods which came in Spanish 
ships were favored by lower rates. The result of the combina- 
tion of these two principles was that all goods were scheduled 
under four classes: (1) those of Spanish origin which came in 
Spanish bottoms, (2) those of Spanish origin, in foreign bottoms, 
(3) of foreign origin, in Spanish bottoms, and (4) of foreign 
origin, in foreign bottoms. Although the Spanish tariff passed 
through numerous revisions, and although the character of the 
trade of the islands underwent at least two fundamental changes, 
the first due to the loss of Manila’s supremacy in the oriental 
trade after 1800, and to the abandonment of the Mexican con- 
nection; the second due to the opening of the Suez canal, yet 
these two principles were never abandoned. The resulting tariff 
was one which took the interests of the consumers and the equi- 
ties of the distribution of the burden of taxation among the tax- 
payers but little into consideration. The main objects appear to 
have been to get the largest possible revenues and to conserve 
the interests of the Spanish merchants. The tariff so developed 
was one which discriminated in a marked way against the poor 
and in favor of the rich. For example, cotton cloth and rice, 
the poor native’s dress and food, paid duties which averaged, in 
later years, about 26 per cent. and 1g per cent. respectively, 
while silks and prepared foods paid only 20 per cent. and 9g per 
cent. respectively, and the duty on champagne was only 17.7 
cents per liter, and that on pianos was nominal. 

The tariff included export duties, and the rates for these fell 
into three classes, according to the destination of the wares and 
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the flag under which they sailed. All goods exported paid a 
small duty, but some fifteen enumerated articles paid special 
rates. Although the rates of the import duties were expressed 
in the ad valorem form they were, in fact, specific. For all 
goods imported were valued according to a fixed table of official 
valuations which was seldom revised, and had no necessary con- 
nection with the true or market values. 

As soon as possible after the surrender of Manila, the United 
States military government reopened the customhouse with mili- 
tary officers in charge and soldiers for assistants. In accordance 
with the general policy of restoring, so far as possible, the legal 
and economic conditions which had been disturbed by war, the 
government put the old Spanish tariff into effect. Many were 
the difficulties which confronted the officers placed in charge of 
the customhouse. Few of them had even a limited familiarity 
with tariff administration. The laws they were to administer 
were all new to them and not at all clear, for the true bearing of 
tariff laws can be known only in the light of experience. But 
the soldier tax-collectors struggled manfully with the situation, 
and after some months brought order out of chaos. The neces- 
sity for a thorough revision of the tariff was so apparent that it 
was early undertaken by the military authorities. But the labors 
of the board of officers appointed for this purpose were super- 
seded by the United States Philippine Commission, which began 
a revision as soon as it arrived in Manila. 

The principles which guided in this revision were simple and 
few. The working out of these principles, in the multitude of 
details which enter into a tariff, was tedious and difficult. The 
work was done with great care, and every effort was made to 
learn all the facts necessary to the formulation of a just and 
equitable system. The tariff, first carefully prepared by experts, 
was worked over in private session by the Commission, then dis- 
cussed in public meetings for several weeks in Manila, and after 
being tentatively adopted, was forwarded to Washington for 
approval. There it was printed and submitted to the merchants 
of the United States for their criticism and suggestions. Then 
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it was returned, with some amendments, to the Commission, 
again published and discussed in public sessions in Manila, 
finally passed September 17, 1901, and went into effect Novem- 
ber 15, 1901. Thus every interest had ample opportunity to be 
heard. The government of the islands being still under the war 
powers of the President, no action of Congress was necessary to 
give the tariff validity. But the re-enactment of this tariff 
by Congress, in the general bill approved March 8, 1902, will 
give this tariff validity whenever a state of peace is declared and 
the insular government passes from the war department. 

The first consideration in the formation of the new tariff 
was revenue. Under Spanish rule, the tariff had yielded about 
one-third of the total revenues. But the reduction of the inter- 
nal revenues due to the disordered condition of the country, and 
the rapid increase in the commerce of the islands after the battle 
of Manila Bay, changed these proportions so that, prior to the 
enactment of the new tariff, the customhouse was furnishing 
about seven-eighths of all the income. It appeared to be highly 
inexpedient, in the disturbed state of the country, to resort to 
heavy internal taxation, save possibly for local purposes. Some 
of the old sources of revenue used by the Spaniards, like the 
lottery, the monopolies, and the sale of indulgences, could not 
well be resorted to. The principal Spanish internal taxes, the 
poll tax and the income tax, were fair enough in principle, but 
needed a thorough revision as to rates, to bring them to their 
proper revenue-yielding capacity. To do this and to organize 
the administrative force for the collection of internal taxes will 
take much time, and can be done only when the islands are 
thoroughly pacified. For the present, therefore, the Commission 
is practically obliged to depend upon the customs revenue for 
the funds with which to carry out the necessary reforms of gov- 
ernment, to make the much needed internal improvements, and 
to develop the resources of the islands. It was assumed that a 
reduction in the rates of the tariff in most instances, and a fairer 
redistribution of the burden in general, would stimulate trade 
and increase the revenues. The Spanish tariff imposed an 
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average burden slightly over 20 per cent., and it was determined 
that the new duties should not, save in exceptional instances, go 
below 10 per cent. nor exceed 15 per cent. 

The second consideration was equality of taxation, by which 
is meant in this case, relatively low duties upon the commodi- 
ties used by the poor and relatively high duties on those used 
by the rich. This, as has been stated, is exactly the reverse 
of the practice under the Spanish régime. Aside from these 
two guiding principles it was thought wise to afford incidental 
protection to a few of the weaker but more promising industries 
of the islands, and to foster, so far as it was possible in the 
classification merely, the introduction of American wares into 
the islands. 

The duties imposed are almost entirely specific. The only 
important exceptions to this rule are precious stones, watches, 
and small water craft, all of which pay ad valorem. But a 
minimum ad valorem rate is fixed in connection with the specific 
rate in the case of certain classes the items in which vary largely 
in value. 

To understand the effect of any tariff it is necessary to know 
something of the ordinary course of trade. This has changed 
materially since the days of romance, above referred to, when 
Manila was the great European emporium in the Orient for the 
precious wares of China, India, and the Spice Islands. Long 
years ago, Singapore, Hongkong, and Shanghai stole away 
Manila’s supremacy in the oriental trade. The commerce of 
the Philippines now rests entirely upon the insular products. 
It is larger in bulk, and more beneficial to the masses of the 
people than of old, but less lucrative to the dealers. In ancient 
days it was found necessary to limit the profit to 100 per 
cent. Such a limit today would of course be a dead letter. But 
the foundations of trade are now more solid. It rests upon 
four great staples, hemp, tobacco, sugar, and copra, with great 
possibilities for two more, coffee and rubber. The advantages 
which the islands have in the production of these wares are so 
great that their hold on the markets can never be shaken. The 
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imports of the islands are extremely varied, but cotton cloth, in 
many varieties, and rice are the most important articles. The 
Filipinos do not raise all their own food and manufacture but 
little of their own clothing. Rice, the chief article of diet, used 
to be an article of export. But since the opening of the Suez 
canal the market for the great staples has been so much more 
available that the land could be put to better use than raising 
so unremunerative a crop as rice. Hence there is an ever increas- 
ing importation of rice, which comes mainly from French 
China, sailing generally from the port of Saigon. Cotton cloth, 
supplemented by the gauzy, native fabrics woven of hemp, forms 
the dress of the natives. A coarse, short staple, tree cotton is 
raised in considerable quantities in the islands but is not used 
for cloth; long staple cotton can and has been grown on the 
west coast of northern Luzon. The natives have much skill in 
spinning and weaving by hand, but it is hopeless for them to 
compete with the output of the English and German mills. 
Some observers have been inclined to regret that the Philip- 
pines should become dependent on the outside world for food 
and clothing and many plans have been proposed for restoring 
to them their self-sufficiency. These plans will all prove futile, 
for the best interests of the islanders lie in other directions. 
The greatest advantage lies in the further development of the 
great staples for which there are such excellent and so secure 
markets. The average native can get more rice by way of trade 
for a day’s labor on the sugar plantation or cleaning adacd than 
for many days in the muddy paddy fields, or more cotton cloth 
for the same labor than his whole family could make in a week. 
Any reduction in the import price of these two commodities, 
rice and cotton cloth, will be a direct stimulus to insular industry 
and to the production of the great staples for export by reducing 
the cost of production. The necessity for revenue forbade the 
entire removal of the duties on cotton fabrics. The same con- 
sideration, as well as the fact that, owing to the force of custom 
in retaining prices at their old level, a large part of the benefit 
of any reduction in the duty on rice would for some time to 
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come accrue to the great rice-cleaning mills, determined the 
retention of the duty on rice. The new duty on rice, 40 cents 
per 100 kilos, is a trifle under 12 per cent. at last year’s prices. 
It is as yet very difficult to determine how heavy the new duties 
on cotton cloth will prove to be, on account of the changes in the 
classification and the probable changes in the grades imported 
which will result. But it is safe to say that the average will not 
be far from 12 percent. The rates on these two articles were the 
result of long deliberation. The experts who prepared the first 
draft recommended very low duties, especially so on rice. The 
Commission was at first inclined to favor a program embracing 
“free food and free clothing for the poor natives.” But the 
fervor of their missionary zeal was in this instance overcome by 
the practical necessity for revenue. The final outcome is a rate 
which in each instance is probably at the point of highest returns ; 
or in other words is not high enough to restrict importation and 
not so low as to sacrifice any of the interests of the treasury. 
It has been estimated that the old duty on rice, including its 
effect on the price of home grown rice, cost the natives on the 
average $1.80 per annum. On the same basis the new duty will 
cost him $1 per annum. But as the tendency is for the insular 
production of rice to fall off and the importations to increase 
—a tendency which the reduction in the duty will directly 
foster —it may reasonably be anticipated that the revenue from 
this tax will increase in spite of the reduced rates. 

Direct discrimination in favor of goods coming from the 
United States could not be made without giving the same advan- 
tage to Spain under the provisions of the treaty of Paris. That, 
in view of the advantage which Spain would enjoy through her 
old connections, would not be to foster the growth of American 
trade. But the tariff contains a number of arrangements which 
it is supposed will work to the advantage of our continental 
wares. The great reduction of the duties on flour, canned goods, 
preserved meats, and prepared foods is the most notable of these. 
The duties on cotton goods are levied by weight and vary with 
the fineness and closeness of the weave, or the number of threads 
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to the square inch. The schedules of rates are so arranged that 
the heavily clayed fabrics of Germany and England, although 
more open than our more honest cloths, will, on account of the 
greater weight with the clay, pay a higher duty per yard than 
those of ours with which they must directly compete. If Ameri- 
can manufacturers will but take the pains to adapt their wares 
to the native tastes there is nothing to prevent our cottons from 
controlling the markets. The English and German traders in 
the islands have a saying that “nothing sells well among the 
natives save what is cheap and nasty.” This is not strictly true. 
The germ of truth behind it is that the native has a decided 
taste for certain colors and combinations of colors and his 
expenditure for dress is limited. He wants gaudy colors and 
cannot pay high prices. But he appreciates durability and is 
smart enough to know the difference between clay and cotton 
thread. 

The protective features of the tariff are not striking. It was 
hard to introduce very heavy protection in a tariff which ranges 
from 10 per cent. to 30 per cent. There are indeed, no man- 
ufactures proper in the islands that call for protection. The 
principal manufactures which exist are either in the preparation 
of the natural products for the market, as the manufacture of 
cigars, or the purely domestic industries, like the hand weaving 
in the households of the native fabrics, the sinamay, jusi, tin- 
ampipiand pifia. But to encourage these latter industries, which 
seem to be of some promise, certain raw materials are admitted 
at low rates. This is true of cotton, cotton yarn, silk and other 
fibers. On the other hand the duties on loosely woven and 
other fabrics which might compete with the native fabrics are 
relatively high. The natives are cunning workers in gold and 
silver, so the tariff on jewelry is quite heavy, while the raw 
materials aré either free or admitted at low rates. For the 
same reason the manufacture of rough clay hollow-ware is also 
slightly protected. A deliberate attempt to foster an infant 
industry is found in the case of soap. Large quantities of cocoa- 
nut oil and copra are exported to France where the oil is made 
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into fine toilet soaps. It was thought that this was an industry 
which might well engage native labor so the duty on soap of 
this variety was fixed at from 10 to 20 cents a kilo, and the 
export duty on copra was doubled. 

The main purpose of the whole revision aside from obtaining 
larger revenues, was to afford a more equitable distribution of 
the burden. This was attained, so far as possible, by lower 
rates for the poor man’s goods and higher rates for the rich 
man’s wares. Thus pianos now pay from $30 to $100 each, and 
the duty on champagne was raised to 85 cents per liter. Other 
luxuries are taxed in like proportions. But after all, the neces- 
sity for revenue, which compelled the retention of the duties on 
food and clothing will throw the heavier burden on the poor 
man. For the $1 per annum which he pays on his rice means 
more to him and cuts into his living more than does the 85 cents 
a liter levied on the champagne of the rich mestizo. This is an 
unfortunate result that could scarcely be avoided. 

The new tariff has not been in force long enough to enable us 
to judge of its effect. The published reports for the first few 
months show a continuance of that gratifying increase in the com- 
merce of the islands which set in immediately after the battle of 
Manila Bay. There is also a marked increase in the revenues. 
But it is, as yet, impossible to determine how far this increase 
may have been due to the holding back of shipments in antici- 
pation of the decreased duties. 

The special export duties on hemp, indigo, rice, sugar, copra 
and tobacco were retained, but the rates have been somewhat 
reduced. The export duty on rice will tend to keep the domes- 
tic rice in the islands and in so far to reduce its price to the con- 
sumers. The retention of these duties arises from the necessity 
for revenue. The effect on the production and sale of these 
great staples is scarcely appreciable, as their hold on the markets 
is too strong to be affected by these light duties. 

The existence of a customhouse in each of the ports of the 
islands will tend to restrict the insular commerce to the exporta- 
tion of the local products. With any tariff Manila can ill com- 
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pete with the great free ports of Hongkong and Singapore for 
that share of the collecting or depot trade of the Orient to 
which she seems entitled by virtue of her central location, with 
China and India on the one hand and the Spice Islands and 
Australia on the other. The question as to whether the tariff is 
a temporary expedient or a permanent measure has not been 
decided. The happiest solution of the whole problem for the 
people of the islands would be to make Manila a free port. 
With the solid basis afforded by the trade in the insular products 
she might then win back her old position as an emporium for all 
oriental wares and possibly outrival Hongkong and Singapore. 
With open ports the internal trade and prosperity of the islands 
would, after a few years, increase to such an extent that the 
necessary revenues could be raised by moderate internal taxes. 
We have thus far dealt broadly and liberally with our brothers 
of Malay origin and our every effort has been to interpret that 
May-day born relationship between us entirely in his favor. We 
have placed his well-being in the hands of a missionary board 
composed of gentlemen who are fully alive to our newly remem- 
bered duty to ‘“‘teach all nations.” The result, so far as com- 
merce is concerned, has been that the encircling wall of tariff 
restrictions which now surrounds the Philippine Islands is proba- 
bly as well calculated to benefit native industry and to promote 
insular well-being as any tariff which could be devised. It being 
granted that there must be a tariff this arrangement is far hap- 
pier for these tropical islands than it would be for them to be 
enclosed in that tariff wall which we have erected to protect our 
states in the temperate zone. But if we can eventually give 
them free ports and thus establish a veritable open door to the 
Orient they will have additional reason to celebrate on each 
recurring May-day, the liberties which were heralded by Admiral 
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PRICES AND THE INTERNATIONAL MOVEMENT 
OF SPECIE. 


1. THE quantity-theory of money has been long relied on in 
the received explanations of international trade and values. If 
compelled to reject this theory, are we obliged to restate the 
principles of international economics? While the quantity- 
theory is certainly incorrect, it does not follow, however, that 
the fundamental principles of international trade and values 
already accepted are unsound. 

International exchange has often afforded a means, in other 
problems, of disentangling the true from the factitious, because 
in its very nature it cannot be influenced by local or territorial 
conditions. The elements of domestic and foreign trade are the 
same; and the word “international,” after all, is only a name 
for conditions of trade with regions (even within the same 
country) between which there is no free movement of labor and 
capital. Therefore, the process of price-making in the interna- 
tional field may throw into isolated clearness the agencies which 
are likely, also, to be true of price-making in domestic trade. 

How are the prices of goods traded in, for instance, by Eng- 
land and the United States determined? If the quantity-theory 
has any universal validity as a general principle we should be 
obliged to apply it as follows: the quantity of money offered 
for goods is to be compared with the amount of transactions 
(rapidity of circulation both of money and of goods being 
allowed for). What, in this point of view, would be the quan- 
tity of money which could serve as a demand for the goods 
passing to and fro between England and America? Is it the 
quantity of money in England, or that in the United States? 
Or, is it the amount afloat which is carried back and forth? Of 
course, no such absurd method of determining prices in inter- 
national trade has ever been, or could be, attempted. In the 
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international field, of all places, goods (in order to obtain their 
prices) are not compared with any vague quantity of a medium 
of exchange; inevitably the comparison is made between the 
particular goods and some accepted money-metal, like gold, in 
the weight of which the values of goods in different places and 
countries can be compared. The insufficiency of the quantity- 
theory, when applied to international trade, is too apparent to 
need statement; yet one may doubt if it is any more absurd 
to try to compare the mass of goods with the media of exchange 
in international trade in order to determine their prices, than 
it is to apply that method of price-making to goods and the 
media of exchange within a country. Indeed, it is seen by 
most writers that the relative values of goods between different 
countries are fixed by reciprocal demand, held in at opposite 
limits by expenses of production; a seller in one country will 
not sell below his necessary expenses of production, but he 
will sell for as much more as the reciprocal demand between 
foreign and domestic dealers will permit. The relative values of 
the goods being thus determined, what is the means of evalua- 
tion of these international goods in gold? That it is not by 
comparison with the international media of exchange, must be 
at once admitted; since it is almost universally acknowledged 
that exports pay for imports, and that it is a barter of goods 
against goods. In short, the general principles regulative of 
prices within a country are practically those which seem to be 
admitted to be in force in international price-making: given the 
world-value of gold (as determined by the world’s demand and 
supply), goods are expressed in gold in proportion (cost of car- 
riage apart) to their relative expenses of production, modified 
by fluctuations of demand and supply. 


2. The quantity-theory, however, has been used in the study 
of international values in quite another form than that referred 
to above. Inthe historical development of thinking on inter- 
national trade and the movement of the precious metals, it will 
be remembered that the usually accepted exposition in general 
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treatises of political economy, with only few exceptions, even to 
the present day, conforms to the principles laid down by 
Ricardo (and later expanded by Mill). The theory of foreign 
exchanges, and the movement of exports and imports, in Ricar- 
do’s system were intimately associated with the quantity. theory 
of money; hence its appearance in our latter-day thinking. In 
brief, the classical theory may be stated as follows: 

Starting with the trade between England and the United States 
in equilibrio, so that the exports exactly pay for the imports, and 
so that each country has that part of the money- metal] in the world 
which is in the proportion of its transactions to those of other 
countries, suppose a new export from England to the United 
States of nitrate (due to discovery). The imports of American 
goods into England will no longer pay for the exports to the 
United States; more bills of exchange on the United States are 
offered for sale in England, and the price of exchange goes to the 
shipping point, so that (provided the United States can sell Eng- 
land no additional merchandise, or securities, with which to pay 
for the new nitrate) specie is imported from the United States to 
England in an amount sufficient to pay for the new exports. 
This new supply of the money-metal, added to the circulation 
of England, would (according to the quantity-theory) raise the 
general level of prices in England. But the Uuited States, or 
any other country buying the new nitrate, would have lost 
specie, lowered the quantity of her circulation, and consequently 
caused a fall in general prices at home. Hence, goods, which 
before would not have been exported from the United States, 
could now, at the lowered prices, be marketed in England, where 
all prices have risen. Likewise, high general prices in England 
will tend to check her exports to the United States (and to 
other countries). Thus forces are automatically set in motion, 
by the initial sending of specie, which will alter the relation of 
the amount of the exports and imports of England, until they 
again pay for each other. In the end, England has more specie 
than before, and other countries less; prices are slightly higher 
in England than before, and less in other countries. 
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3. Since it is our purpose to discuss the theory of prices, 
we must not be drawn off into any inquiry (no matter how 
tempting) into international values. 

The immediate question is the effect of the addition to, or 
the subtraction of, specie upon the levels of prices in the trading 
countries. There are evident difficulties in using the classical 
theory whenever we try to explain modern conditions. In the 
first place, the action of the international markets, with tele- 
graphic quotations from every part of the world, precludes 
the supposition that gold prices could in general remain on 
a higher level in one country than another (cost of carriage 
apart) even for a brief time. In the second place, one coun- 
try is trading with many other countries; and even if that 
one received much gold, it would probably have come (even 
through some financial arbitrage center) from all the countries it 
traded with (in its new exports). Thus no fall of prices may take 
place in the importing countries, of such a nature that the inter- 
national movement of goods is needed to again bring about 
equilibrium. In the third place, the theory seems to regard 
the local value of gold as causing a change of prices within a 
country, while the value of gold is an affair of a world-demand and 
a world-supply. In the fourth place granting a world-value of 
gold, in which the comparative prices of goods are expressed, the 
reason for exporting or importing certain goods depends upon 
internal conditions touching expenses of production within a coun- 
try; that is, it is the relative expenses of production, and compara- 
tive prices, of goods within a country, and not the general level 
of prices, which causes international trade. To be sure, a fall 
of general prices might bring some new article so low that in 
comparison with some other, it might enter the international 
market. But, in any case, the change of price must be compara- 
tive, and not general; and it must usually be in reverse order to 
the comparative prices in other countries, so that the direct 
comparison between the price of a particular commodity desired 
for export must show an absolutely lower quotation (exceeding 
cost of carriage) than the same article in the country by which 
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it is imported.‘ Hence, the causes permitting a new export are 
individual and not general; are due to relative expenses of pro- 
duction or to changes in relative demand and supply, and not to 
a general change of prices; and they are really antecedent to any 
movement of specie. In the fifth place, it does not at all follow 
that the importation of the money-metal, which is used as the 
standard of prices in the importing country (the same which 
may have sent out the nitrate, or any new export) will pass into 
use as a medium of exchange, and, by being offered against 
goods, will raise general prices; and yet, according to the usual 
statement of the quantity-theory, this is the only way in which 
the imported specie can affect prices. 

It is interesting to note that Mr. Nicholson, who, in his spe- 
cial discussions on money, has strongly supported the quantity- 
theory, is quite ready to throw it overboard in his treatment of 
international values. He finds it impossible to accept the clas- 


‘Mr. Nicholson has seen the truth that the readjustment of exports and imports is 
not produced by the operation of a general rise, or fall, of prices and shows the 
reductio ad absurdum in this passage of Mill: “It is no sufficient ground of apprehen- 
sion to the English producers to find that some other country can sell cloth in foreign 
markets at some particular time a trifle cheaper than they can themselves afford to do 
in the existing state of prices in England. Suppose them to be temporarily unsold, 
and their exports diminished ; the imports will exceed the exports, there will be @ 
new distribution of the precious metals, prices will fall, and as all the money expenses 
of the English producers will be diminished, they will be able (if the case fall short 
of that stated in the preceding paragraph) again to compete with their rivals.” —MILL 
B. III, chap. xxv, §1. [The italics are Mr. Nicholson’s.] That foreign cloth may 
for a time undersell English cloth, owing to various temporary conditions, every 
one will admit, and also that the English exporters may again recover their mar- 
kets when these conditions have passed away; but to suppose that the recovery 
will take place by a general fall in the level of prices in England through the export 
of the precious metals in lieu of cloth is to mistake altogether the influence of general 
and special causes on prices. It is easy to bring the issue to a reductio ad absurdum. 
Suppose at the same time that the price of English cloth is above that of foreign cloth, 
the English and foreign prices of some other competing export, say linen, are exactly 
in the reverse position. In this case a balance will be due from England on account 
of the lessened export of cloth and to England on account of the lessened export of 
linen from foreign countries. As these debts will just cancel, no effect on general 
prices can take place, and the former condition of equilibrium could not be restored 
in the manner supposed.—NICHOLSON, Principles of Political Economy, Vol. II, 
p- 320. 
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sical explanation of the effect of imported, or exported, gold on 
prices : 

It seems necessary, at any rate, to abandon the idea of a fall in general 
prices abroad ; for even supposing the new export is at first paid for in gold, 
the contraction of the world’s currency would be relatively small compared 
with the increase in that of England. 

But will general prices rise in England until some old exports become too 
dear? This supposition seems similarly, if not equally extravagant ; for the 
gold sent on balance will find its way into the banking reserves, and, as Mill 
himself allows, will so far not affect prices directly." 

Again general prices in England cannot rise above the general level of 
gold prices in the commercial world —after allowing for guvasé-permanent 
causes of difference. But on Mill’s view a rise in English prices sufficient to 
check exports and to increase imports would apply to the range of both, and 
for the trade to continue this change in price must be considered perma- 


The notion that a new export can be obtained continuously only by an 
operation on the general levels of prices of one country and the rest of the 
world is suggestive of the primeval simplicity in which roast pig can only be 
obtained by a continuous series of conflagrations.? 


4. Irrespective of any previous argument as to the sound- 
ness of the quantity-theory, sufficient reasons have been already 
mentioned to discredit its adequacy to explain the movement of 
exports and imports in international trade. No statistical evi- 
dence, in addition, can be adduced to show that prices are, or 
have been, raised or lowered by the importation or exportation 
of gold into or from a country. To say that prices in general 
will fall in the United States today if gold is exported—that 
imports will thereby be increased, and exports decreased — does 
not explain the facts of our exports and imports; nor is the move- 
ment of gold governed by any such rules as has been indicated 
in the classical theory. The movement of general prices in the 
United States is, and has been, quite independent of the impor- 

*Is not Mr. Nicholson at variance here with his beliefs elsewhere stated (A/Zone- 
tary Problems, pp. 73, 146) that prices are influenced through the quantity of bank 


reserves, because, as he says, credit “raises prices just as*much as when ready money 
is offered ” ? 


* NICHOLSON, Political Economy, Vol. U1, pp. 288, 289. 
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tation or exportation of gold. Of course it may be said that 
gold forms only a part of our media of exchange; but that does 
not help the case of the quantity-theory; for if we have the gold 
standard, and if gold-prices are unaffected by changes in the 
media of exchange, what then has become of the theory? 

The most casual examination of statistics will show that the 
exportation and importation of our standard money-metal has 
had no appreciable effect on the movement of exports and 
imports of goods. Indeed, one feels compelled to apologize for 
introducing any evidence on this point. In the case of our trade 
from 1872 to 1880, gold was not the standard, hence the export 
and import of gold as merchandise could have had no impor- 
tance; nor do the changes in the volume of the “currency” 
seem to explain the fall of prices: 


| Excess OF Excess OF 
| Annual Index 
Y Volume of | | Number of | 
Circulation, | Exports over Imports over} Prices in _| Exports over, Imports over 
Gold, Gold. Mdse. Mdse. 
$738.3 | $40.8 $138.8 $ $182.4 
751.8 | 36.1 137-5 119.6 
754.1 53-2 127.6 19.5 
| 727.6 23.1 118.2 
| 722.3 3 110.9 I51.1 


But passing to a period in which there was a succession of 
imports of gold over exports, while gold.was the actual standard 
(after January I, 1879), it would be expected that the addition 


Excess of 

| $ 694.8 $ 437.0 $ 101.3 
1.0 710.4 445-7 96.6 
835.6 667.9 106.9 
97.5 902.3 642.6 105.7 
750.5 724.6 108.5 
ere 6.1 823.8 723.1 106.0 
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of gold should haveso raised prices in general that our exports: 
should have diminished, and our imports increased. The revival 
of prosperity would alone on a sensible theory account for the 
imports; but instead of diminished exports there was an increase. 

Taking another period in which there was a succession of 
exports of gold, one would expect to see, according to the 
classical theory, such a general fall of prices as should cause an 
increase of exports, and a diminution of imports, of merchandise. 
In fact, the exports of 1895 and 1896 are no greater than those 
of 1890 and 1891; while the imports have apparently not 
diminished. The panic of 1893 would alone account for the 
shrinkage of imports in 1894 and 1895. 


Excess of 

Years. | Exports of | Prices." 
1889.. | $ 49.6 $ 742.4 $ 745.1 $ 94.2 
1890.. 4.3 857.8 789.3 92.3 
} 68.1 884.5 844.9 92.2 
1892.. of 1030.3 827.4 94.9 
ree 87.5 847.6 866.4 94.9 
1894.. | 4-5 892.1 654.9 87.3 
1895.. 30.1 807.5 731.9 85.2 
re | 78.8 882.6 779-7 83.0 


merchandise movements alone. 


letin of the Department of Labor, p. 263. 


Such figures, however, are unsatisfactory, because there are 
many influences at work to affect the amount of our exports and 
imports of goods other than the international movement of gold. 
But, at least, they show that there is no response in the actual 
facts of the day to the attempt to apply the classical theory. 
There are, of course, very good reasons for this in the develop- 
ment of our resources, in the cheapening of our goods, the ship- 
ment of securities, the payment of ocean freights, the expendi- 
ture of travelers, and the items of the general financial account. 
Hence, no legitimate conclusion can be drawn from a table of 


5. Without further delay, it may now be permitted to pass 
toa statement of what seems, in my judgment, to be the true 
* To 1891 from the Aldrich Report; after 1891 from Falkner’s Table in the Bul- 
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relation between prices and the international movement of gold. 

The essential truth in international trade is the well recog- 
nized fact that imports are paid for by exports; in this sphere, 
it is well understood that goods are exchanged against goods, 
and that the medium of exchange is merely a subsidiary agency 
devised for the convenience of the traders. In this respect, the 
character of international exchange does not differ from that of 
the great body of domestic transactions. In the case of the 
vast quantity of goods transferred by the deposit currency within 
a country, the essence of the operation is an exchange of goods 
against goods expressed in terms of gold by a medium of 
exchange which (under normal credit) has no influence upon the 
general prices of these goods; in the case of a trade between for- 
eign countries, the essence of the operation is an exchange of 
goods against goods, also expressed in terms of a given weight of 
gold, and the medium of exchange employed has likewise no influ- 
ence upon the general prices of the goods. But in the latter case, 
as a necessary result of the nature of the trade, since it is carried 
on over considerable distances instead of within a given financial 
center, the medium of exchange employed isthe bill of exchange, 
instead of the check and deposit system. Distance —or the 
conditions known as ‘ international" —create a reason for the 
use of the bill of exchange, which differs in form and practical 
operation, but not in essence, from such a medium as a deposit- 
currency. Therefore, the influence of each on prices in two 
different fields of exchange is essentially the same. 

In neither case is there any necessity for passing the actual 
standard metal as a medium of exchange in any one sale, or 
even for great masses of transactions. To an American house, 
its exports are credits, while the goods it imports are debits ; 
and to the great body of our people, our exports of goods are 
credits offset against our imports which are debits. Gold may 
be required only in settling balances; but, as we shall see, not 
even the balances need be paid in gold. The same words might 
be used of goods bought and sold by the deposit-currency. In the 
field of foreign trade, it must, therefore, be evident to the most 
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superficial observer that the goods passing to and fro—or the 
money-work in—do not form a demand for all the “money” 
offered for the goods (after the way of the quantity theory); 
although supposedly paid for in each case by an order on ‘“‘money,” 
the real payment for our exports is found in our imports. The 
money is not usually, or often, passed, even though each trader, 
on the face of things, sellsor buys for “money,” and his goods 
are expressed in terms of ‘‘ money.” 

Through the use of bills of exchange it is not necessary that 
the international accounts should evenly balance at any given 
time ; fora balance in favor of one house, or one country, may 
soon be changed into a balance in favor of the other. If A in 
London receives a cargo of wheat valued at $10,000 from B in 
New York, later A may be sending to B machinery valued at 
$12,000; then a balance of $2,000 is dueto A. But, meanwhile, 
B may have sent a cargo of raw cotton to A worth $50,000 ; 
then the balance is reversed. In such a trade as this, specie is 
not sent back and forth for each shipment; the whole account 
is kept open and continued. The practical means of accom- 
plishing this is by means of bills of exchange. For the first 
item, B has the right to draw on A for $10,000 in London ; but 
when he received the $12,000 of machinery from A, B can assign 
to A the $10,000 coming to him in London as part payment 
(thus owing only the balance of $2,000). This assignment, 
when put into words, is a bill of exchange: it directs the buyer 
of the wheat (whoever he may be) to pay $10,000 (or its equiva- 
lent in English gold) toA (or to any name, as the case may be), 
and charge it as an offset against B’s debt to A. By this old 
and simple device, a part of the evolution by which the valuable 
standard metal has been saved from risk as a medium of 
exchange, gold is not sent across the Atlantic." 

Foreign trade is, of course, not carried on only between two 
persons in London and New York, nor only between the United 
States and England, but between a great number of houses in 


* Of course, the same general process obtains in settling accounts between cities 
within the same country, such as New York and Chicago, or New York and New 
Orleans. 
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the United States and houses in all parts of the world. The 
accounting, however, remains the same. The transactions of 
the many houses in London trading with the many in New 
York are all balanced against each other through the insti- 
tutions that deal in bills of exchange. So, of all the trade 
between the United States and Great Britain; or between the 
United States and any other nation. Finally, through com- 
mon financial centers, such as London, the claims of buyers 
and sellers of good repute in various nations are offset against 
each other. Therefore, so far as the merchandise account is 
concerned, it is evident that the existence of a balance is the 
consequence of the difference in the value of exports and 
imports ; and since only the balances need, under any circum- 
stances, be transmitted in gold, it becomes perfectly clear that 
the movement of gold is a result, not the cause, of the move- 
ment of goods in international trade. While this is but a 
simple statement of patent facts, it is to be observed that this 
is not the sequence of events set down in the quantity-theory, 
since that theory teaches that goods move after. the change in 
the quantity of the circulation within a country has affected 
prices. 


6. The movement of goods to and from a country, moreover, 
is due to influences affecting particular prices of goods, and not 
to those affecting general prices. In the subjoined diagram, on 
a scale of prices expressed in gold on the perpendicular line, let 
the broken lines indicate the general level of prices in England 
and the United States (leaving out cost of carriage for conven- 
ience). The commodities, A, B, C, and E have the same prices 
in both countries, and are therefore not traded in ; but suppose 
that commodity D has for a time a price in gold of 3 in England 
(based on relative expenses of production to other English 
goods), while in the United States it bears a price in gold of 6 
(having high expenses of production relatively to other Ameri- 
can goods). Hence, commodity D will be exported to the United 
States. Similarly, in the United States, suppose commodity F 
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bears a price in gold of 4 (due to relatively less expenses of 
production than other American goods), while in England it 
bears a price of 7 (relatively to other English goods). Then, 
commodity F can be exported from the United States to Eng- 
land; and a_ trade can go on between the two countries in D 
and F. 

If gold is sent at all, it is sent to pay for balances. The 
originating cause of the exports in both countries was a valuation 
in gold of goods relatively to each other (based in general on 
relative expenses of production, and demand and supply, within 


ENGLAND UNITED STATES 


& a 
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each country). The cause of the international movement of 
goods was the difference in comparative costs as expressed in 
comparative prices (within each country); while the exact 
reverse was going on in the other of the two countries, so that 
a direct comparison of prices between the two countries allowed 
a profit on the trade. The shipment of gold, if any, was a 
consequence, not a cause, of the trade; and the prices giving 
rise to the trade were not due to the movement of the gold. 

If a general fall of prices took place in England due to a 
change in the world’s value of gold, they would fall similarly in 
the United States, and for the same reasons; relative prices in 
each country would remain exactly the same (unless the change, 
in some manner, altered relative expenses of production), and 
there would be no reason for any new exports or new 
imports. 

Evidently, the classical theory counted ona change of all 
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prices in England in such a manner that the English level would 
be, for a time, higher or lower than the general level in the 
United States, and would, in this manner, occasion new exports, 
or new imports. This position, then, is based on the idea that 
gold can have a different value in one country than it has in 
another country; and that this difference is sufficient to cause 
a change in general prices. If prices in general fell one-half in 
England, and if they remained unchanged in the United States, 
there would be no profit in sending commodity B, for example, 
to America, if the return cargo was in goods (such as A).* Of 
course, if England will take no goods, but demands gold, Eng- 
land will gain the difference in price between the two countries. 

In such a case, an enormous premium would exist on ship- 
ments only from England to the United States, and it would 
wholly stop all goods from leaving the United States for Eng- 
land. Such an extreme case shows how absurd it must be to 
reason on the supposition that gold prices can maintain a differ- 
ent level in different countries (cost of transportation and ordi- 
nary profit apart). The whole business world on both continents 
is always and actively at work to prevent any appreciable 
differences in the level of gold prices between commercial 
nations. A rise of price of any commodity due to local causes 
(such as deficient harvests, war, etc.) is instantly met by impor- 
tations from other countries; indeed the actual event is more 
often discounted by shipments of goods. 

A century or so ago, or even among existing nations having no 
rapid communication with commercial countries (if there are any 
such), perhaps prices might, unknown to traders, remain at differ- 
ent levels in different countries. In that case, if gold were also 
the sole medium of exchange, and if there were no free coinage, 
then possibly the level of prices might be raised or lowered in 
these detached and remote nations by the addition or subtraction 
of gold in international trade. But that would throw no light 


* That is, 100 B formerly priced at 480, is now 240; and A is now one-half of 550, 
or 275. Carry 100 B to America where it sells for 480, and it would buy there only 
#2 of A, or about 85. Take this 85 back to England where it will be worth only 
233-75, or less than 240, the price of the 100 B, which was exported. 
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on our problem of today. That money which is the standard is 
little used among us as the actual medium of exchange ; and in 
these days the movement of the standard metal from place to 
place, does not necessarily change its world value ; its going in or 
out of a country may not practically touch the usual media of 
exchange (other than gold) by which goods within any country 
are transferred. So that, if gold were to move from one country 
to another, it does not follow that prices would be affected ; 
certainly not, if prices must depend (as in the quantity-theory) 
on the quantity of the media of exchange. 

Finally, it is not conceivable that a different level of gold prices 
(supposing such a thing possible) in two modern commercial 
countries would be brought to a common level by the move- 
ment of gold from the place of high to the place of low 
prices. Between trading countries, as between different parts of 
the same country, the exceedingly keen competition of merchants 
in the leading centers would send the goods themselves to the 
spot where high prices existed, and by a quick increase of the 
supply of goods they will reduce prices in the country whose 
level was artificially high. A situation in which it is found that 
only gold can be exported is almost inconceivable; for prices 
would at once fall by competition of goods with goods to a nor- 
mal international level (allowing for differences due to cost of 
carriage, etc.) and there would be no profit in sending gold. In 
fact, in any reasonable case, an analysis inevitably brings us back 
to the exchange of goods against goods as the normal condition 
of all trade. 


7. Thus far the discussion of the movement of gold and 
its effect on prices has proceeded on the supposition that exports 
and imports consisted only of merchandise. In actual fact, there 
never is any equilibrium in any country between the exports and 
imports of goods. Goods are not the only things of value 
exported and imported, which are used as credits and debits in 
international accounting. Securities, private and public, are 
constantly being sent to and from the United States and Europe 
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in enormous sums. These securities form the basis of bills of 
exchange exactly as if goods were shipped. Hence a large 
excess of exports from the United States may be covered by an 
unknown shipment of securities from Europe to us; and, by the 
bills of exchange the claims are offset so that no gold may be 
sent either way. In this case again, the movement of gold 
depends upon the previous movement of goods and securities. 
It is not the transmission of gold which first starts the exports 
or imports either of goods or securities. 

Besides securities, the sums due by Americans for freights, 
the amounts to be paid on travelers’ letters of credit, are offsets 
against our exports in all forms; and if we lend to foreigners, 
or buy their securities, we may be drawing only against the 
credits due us from our exports of goods. All our exports of 
goods plus our exports of securities or any form of obligations 
due to us, on the one hand, are to be offset against all our 
imports of goods, plus our imports of securities, etc., before it 
can be ascertained whether a balance of gold is due to or from 
us; and even then, the actual balances may not be sent in gold. 
So that the effect of a movement of gold upon prices in these 
days is practically m/. In fact, it has become clear, by the logic 
of events, that the shipments of gold between commercial 
countries has little or nothing to do with the level of prices of 
merchandise in any country. 


8. The reason why even balances in favor of a country may 
not be paid in gold is due to the possibility of investing those 
balances at a higher rate of interest in a foreign country than 
can be obtained at home. The relative rates of interest have an 
influence even wider than that upon the movement of balances. 
It is the rate of interest upon sound international securities, as 
well as the rate in the loan market, which determines whether 
credits due, for instance, to the United States shall be left abroad 
or brought home in the form of goods or specie. The general 
accounting in foreign trade must include the operations of loans, 
and the movement of capital for investment from one country 
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to another. Indeed, the rate of interest is behind the move- 
ment of securities mentioned above. The purchase of securities 
is, of course, one form of investing capital. Therefore, in 
determining the causes affecting prices and the movement of 
gold in international trade, it must be kept in mind that the 
relative rates of interest in the trading countries will influence 
the passage of loanable capital to and fro, thereby acting as a 
factor in adjusting merchandise credits and debits, and seriously 
affecting the transmisson of gold. Instead of gold being the 
originating cause of new exports and imports, as once generally 
held, it is the very last thing to move; and even then merchan- 
dise balances may be entirely reversed by changes in the rates 
of interest in New York or London which will cause capital to 
flow from the creditor to the debtor country. The recognition 
of the force exerted by the rate of interest on the movement of 
loanable capital gives the final coup de grace to the old theory, 
which based its change of general prices upon the international 
movement of specie. The order of events is quite the other 
way : relative prices cause exports and imports of goods; and the 
shipment of gold is not made to cover balances of merchandise. 
If gold moves, it goes not merely because of the account in 
goods and securities, but of the investment of international capi- 
tal. What Mr. Mill saw dimly in his day is now well understood.* 

In the seven years, 1894-1900, the total excess of our 
exports over imports of goods was $2,391.7 millions;* and yet, 


‘It is a fact now beginning to be recognized that the passage of the precious 
metals from country to country is determined much more than was formerly supposed 
by the state of the loan market in different countries, and much less by the state of 
prices.— B. III, chap. viii, § 4. 


(00,000 omitted.) 
Excess of Exports 
Total Exports, Total Imports, 
Merchandise. Merchandise. over Imports, 


Merchandise, 


$892.1 $654.9 $237.2 

807.5 731.9 75.6 

882.6 779-7 102.9 
1,050.9 764.7 286.3 
1,231.5 616.0 615.4 
1,227.0 697.2 529.8 
1,394.4 8499 544-5 


$7.486.0 $5,094.3 $2,391.7 
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in the first three years, we also exported $113.4 millions of gold.' 
In 1897-99 we imported $200.9 millions of gold. We had 
sold goods and securities for which other countries must pay 
us; they had bought of us more goods than we had bought of 
them. We had the choice of realizing on our foreign credit 
either in goods, securities, or gold. The reason why some gold 
was shipped to us in 1897-99 was that at the prices set by for- 
eigners on their goods and securities we did not care to pur- 
chase more than we did; and the balance was paid in gold. If 
foreigners had offered their securities (or American securities 
held by foreign investors) cheaper, that is, if they had been 
ready to pay a higher rate of interest, our investors might have 
bought more securities abroad. In this way it would have been 
decided by us to leave in Europe on interest balances due us, 
instead of asking for gold. On the other side, foreigners pre- 
ferred to send us the gold rather than to pay the rates we 
exacted in bargaining for goods, or investments. Our excess of 
credits over debits allowed us to buy foreign goods, securities, 
or gold, according to our preferences; and we preferred gold. 
In other years we evidently chose differently. 

The rate of interest at home and abroad, moreover, acts to 
regulate the flow of gold before it can appear to an excess in 
the reserves of banks. The imported gold first passes into the 
banks, we will say, of New York. The former proportion of 


EXCESS OF GOLD AND SILVER EXPORTS AND IMPORTS. 
(00,000 omitted. ) 


* SILVER. AND SILvER. 

Exports, Imports. Exports. Exports. Imports. 

$117.1 $200.4 $198.7 $234.6 $119.7 


* No imports. 
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reserves to immediate liabilities is altered; and if the banks 
wish to make use of the new gold as reserves they must increase 
their loans, probably by lowering the rate of discount. On the 
other hand, in the foreign banks from which the gold came (say 
London) the efflux of gold may have raised their rate of interest, 
for exactly opposite reasons. If the London rate of interest 
rose, securities bearing a fixed rate of interest would, of course, 
tend to fall. In due course of time American investors would 
find that low rates of interest and high prices of securities in 
New York were contrasted with high rates of interest and low 
prices of securities in London. There would thus arise among 
Americans having foreign credits a tendency to increase loans, 
or buy securities, in London; and an equilibrium between credits 
and debits would be brought about without a further movement 
of gold.‘ In this fashion the banking and business public of 
the United States would discover how much gold was needed, 
and when that amount was reached, at any particular moment, 
the flow of gold to this country would cease automatically. 
By the same machinery another country, like England, might 
obtain an increased supply of gold when needed. 

Between great financial centers, such as Paris, Berlin, London, 
and New York, a distribution of capital is constantly going on 
through the machinery provided by the loan market and the 
rate of interest, as already described. 

Granting an agreement to transmit a large capital, does it go 
in the form of goods, securities or gold? The actual process 


After writing the above, I found the following statement in the financial corre- 
spondence from London (New York Evening Post, August 29, 1901): 

As for America, it is now believed in London that the ordinary trade balances 
in your favor this autumn will be again very large. 

But as to a heavy gold movement in your direction, there is a good deal of uncer- 
tainty. It must not be overlooked that the increasing aggressiveness of American 
capitalists in our industries points to the probability of increased floating balances held 
for your credit here. As between this influence and the actual credits on merchandise 
account, the New York money market may be the deciding influence. Therefore the 
course of your money rates is being watched more closely even than the monthly 
export balances. If money at New York remains at its present easy figures, it is the 
rather general belief that you will not take gold. 
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may be seen by the following illustrations: (A) Suppose the 
capital is to be moved from London to New York. If the mer- 
chandise account is such as to give an excess of claims on gold in 
New York to London; that is, if American imports have exceeded 
American exports, there is an urgent demand in New York for 
bills on London, the price of exchange has risen nearly to 
the gold exporting point;—then the capital going to New 
York for investment is sent by transfering to New York 
London's claims on gold in New York through bills of exchange. 
The operation is that of simply leaving in New York the gold 
which would otherwise have been shippedto Lendon. (B) Again, 
suppose the capital is to be moved from New York to London. 
If the merchandise account is such as to give to New York an 
excess of claims on gold in London ; that is, if American exports 
exceed the imports, in New York the supply of bills on London 
is large, exchange is low, or near the gold importing point ;— 
then, New York transfers the capital to London through bills of 
exchange by simply leaving in London the gold it would other- 
wise have withdrawn. (C) If the capital were to be moved 
from London to New York, and if New York still had an excess 
of claims on London, as in the last case, London would be obliged 
to meet not only its trade debit but also that for the capital to 
be transmitted. This would probably be met by an exportation 
of gold from England to the United States over a considerable 
period of time, until the obligations were canceled. 

The movement of capital, then, inthe form of loans or securi- 
ties, only adds a factor in the general financial account to those 
already there which are together working to decide whether gold 
shall be sent or not. 

Gold, consequently, may be sent to cover a simple trade bal- 
ance. Or, when capital moves, in obedience to the rate of inter- 
est, for investment, it affects the financial account (including 
credits and debits not only for goods, but for all financial opera- 
tions), and gold will be sent according to the final outcome of the 
account. Gold does not move in any such way as to produce a 
general change of prices. 
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g. It may be said* that, instead of affecting prices through 
actually entering the circulation, an influx of gold, in the modern 
banking system, would affect prices through raising bank 
reserves, and expanding the purchasing power which is offered 
for goods. To this it may be replied that, in legitimate bank- 
ing, loans are made because of satisfactory collateral or actual 
transfers of goods, and not merely because reserves are high. 
To be sure, if reserves rise more loans are possible and rates of 
interest will fall; but merely because a bank can loan, it does not 
follow that it does loan. Loans are the evidences of transactions 
in property and goods; and only enough reserves are kept to 
properly and economically transfer these goods and property, 
under the penalty that, if the bank errs in valuing the security, 
the bank loses. If gold is pouring in beyond the needs of bank- 
ing safety, the banks get rid of it, just as of any other asset which 
does not pay a return. If not needed in the reserves, to which 
it first flows, it goes into the arts (when not wanted for coins). 
The imported gold first passes into the banks, and only as much 
as is needed for legitimate business is retained. Gold in excess 
of business needs, it must be remembered, is a non-interest-bear- 
ing asset. 

The existing stock of gold (about $9,000,000,000 or $10,000,- 
000,000, of which less than $5,000,000,000 are used in the 
monetary system of the world) is now so large that no restric- 
tions on legitimate bank discounts can be assigned to the world’s 
scanty supply of gold for reserves. When the war in the Trans- 
vaal broke out in 1899, it was supposed by some that the sup- 
plies of gold for the reserves of European banks would be 
curtailed. Two years later the American reserves had increased 
by $150,000,000; those of the Bank of England by $18,000,- 

‘If a country finds its banking reserve getting low, it seeks to “correct ” the 
exchanges by raising the rate of discount. This relative rise attracts gold directly 
and indirectly tends to lower prices by checking advances, and thus, so far stimulates 
exports and diminishes imports. It is, by its effects on the banking reserves, that the 
passage of gold from one country to another has its principal influence on foreign 


trade —and it is onlyconsiderable in exceptional circumstances.— NICHOLSON, Polit- 
ical Economy, Vol. 11, p. 292. 


‘ 
| 
~ 
| 
+ 


534 JOURNAL OF POLITICAL ECONOMY 


000; the Bank of France by $100,000,000; the Bank of Austria- 
Hungary by $43,000,c0o0. The Bank of Russia, for special 
reasons, alone had lost gold. This outcome was not surprising. 
The explanation is to be found in the vast supply of gold not 
employed in the known circulation of all countries (nor in the 
arts), and held by institutions, or financial houses, not obliged 
to make public reports of their holdings of gold. 


10. The rate of interest, the quantity of bank reserves, the 
price of exchange, merely form the present-day machinery by 
which gold is distributed throughout the commercial world to 
each country in the proportion of its needs of all kinds (mone- 
tary and non-monetary). The movement of gold follows, and 
does not precede the events which determine the course of inter- 
national trade ;* and hence it does not, in fact, raise or lower 
general prices, so that new exports and imports appear to restore 
equilibrium. 

This ebb and flow of gold from one country to another does 
not affect the fundamental forces regulating the prices of prod- 
ucts. In all cases, gold prices can be changed only by chang- 
ing the relative values of goods and ‘gold. A change in prices 
from causes affecting gold itself can take place only through 
such events as may alter its value throughout the world (by 
changes inthe world’s supply of, or the world’s demand for, gold). 
A mere rearrangement of the existing stock of gold by transfer 
from one place of storage to another, would not, unless accom- 
panied by a greater total demand than before, be sufficient to 
change the world-value of gold. If no increased amount of 
gold is needed in the annual transfers of goods in international 
trade, the shifting back and forth in payment of balances would 
not raise its value; that would follow only from a totally larger 
demand for such trade uses, as compared with the world’s 
supply. The arrival of a gold balance in any one commercial 

* The amount of gold sent by way of balance depends on the excess of the exports 


over the imports, and thus follows, and does not determine, the course of trade.— 
NICHOLSON, 7é?d., Vol. II, p. 292. 
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country no more lowers the world value of gold in the markets 
of that country than would the price of the existing supply of 
wheat be lowered if one of the places of storing wheat should 
be changed from Chicago to Buffalo; for, if the existing 
demand for wheat and the existing supply of wheat remain 
unchanged, it is only a matter of convenience where it is stored. 
If the quantity of gold in a country be increased, without chang- 
ing its world demand and supply, it would not produce any 
effect on the value of gold; it would not affect the value of the 
standard in which prices are expressed, and hence it would not 
modify the general price-level in that country. 

Moreover, as clearly proven by the experience of England 
and the United States, the media of exchange by which goods 
are actually transferred within a country demand little, if any, 
gold, except for banking reserves. The fact is, that the volume 
of the media of exchange necessarily increases as the trans- 
actions out of which they arise increase; and it is equally true 
that great variations in the volume of the media of exchange may 
take place without producing any perceptible effect on the 
quantity of the standard money-metal used in domestic, or for- 
eign, trade. But, on the other hand, the process of valuing goods 
in terms of gold does not in itself require more of the standard- 
metal. Unless changes in the volume of the ‘‘ circulation” in any 
one country are such as to produce an effect on the world’s value 
of the metal in which prices in the great trading nations are 
expressed, it 1s inconceivable that the level of prices in any one 
country should be changed.’ 


12. It might be said, however, that there could be a tempo- 
rary change in the value of gold in one country, due to violent 
trade convulsions, which did not extend to other countries; and 
that the value of gold would be different for a time in that 
country from its world value. If so, prices would be for a period 


*The same general principles regulating the movement of gold and the level of 
prices between different countries apply equally to the movement of money and prices 
between different parts of the same country. 
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depressed, and gold would be imported to restore the equilib- 
rium. Could there be a temporary scarcity of gold in one 
country? A case in point may be cited, in the history of the 
panic of 1893 in the United States, when there existed what was 
called a ‘‘ money famine,” and when gold was imported. 

Such a situation would, even before the event, show itself in 
the rate of interest, and gold could be imported within a week. 
Granting the temporary scarcity of gold in such an emergency, 
the time could not be long enough before importation of gold 
to lower the general level of prices; it would be found usually 
that prices had fallen before the money-famine disclosed itself. 
This exceptionally high value set on gold was due to temporary 
business and banking conditions, and to the liquidation of obli- 
gations. In this case, the sudden demand for gold was disasso- 
ciated from the movement of prices; the increased estimate put 
on gold in a panic could not have been the cause of a previous 
fall of prices. 

To be sure, a fictitious rise of prices due to abnormal credit 
might temporarily give to gold a lower value within a country 
than it possessed elsewhere in the world; but these conditions 
bring their own overturn in such a vengeful fashion as to show 
that it is at variance with the natural principles of price-making. 
Such a rise of prices is not due to an increased quantity of the 
standard metal, but to the fiction of abnormal credit, or over- 
trading. 


J. LAuRENCE LAUGHLIN. 


THE UNIVERSITY OF CHICAGO. 
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THE CIRCULATING MEDIUM DURING THE CIVIL 
WAR." 


I, 


GOLD AND SILVER COIN. 


BEFORE the banks and the treasury suspended specie pay- 
ments, December 30, 1861,? the monetary circulation of the 
United States consisted of (1) gold coin, (2) subsidiary silver 
coins for fractional parts of a dollar, (3) one cent pieces of 
a copper and nickel alloy, (4) treasury notes of the government 
payable on demand, and (5) circulating notes issued by banks 
chartered under state laws.3 The specie in circulation was esti- 
mated by the director of the mint in October, 1861, at from 275 
to 300 millions, of which he thought not more than 20 millions 
were at the South;* the demand notes outstanding were 33% 
millions,’ and the bank notes reported as issued by the 1,289 
institutions in the loyal states amounted to about 129 millions.® 

Suspension threw this whole system into disorder. Gold 
coin, the only full legal tender money in use, was withdrawn 
from general circulation as soon as the banks and the treasury 
ceased paying it out, and the country was left dependent upon a 
currency of paper money which the issuers were not prepared to 
redeem in specie. 


* The following paper is a chapter from a monograph entitled “ A History of the 
Greenbacks with Special Reference to the Economic Consequences of their Issue 
1862-1865,” which will appear in the Decennial Publications of the University of 
Chicago, second series. 

?See “The Suspension of Specie Payments, December, 1861,” JOURNAL OF 
POLITICAL Economy, Vol. VII, pp. 289-326. 

3Silver dollars had not been in common use for many years, because they were 
worth more as bullion than as money. See the table showing the average value of an 
American silver dollar each year from 1834 to 1862 in H. R. LINDERMAN’S Money 
and Legal Tender in the United States, New York, 1879, p. 161, and compare LAUGH- 
LIN, History of Bimetallism in the United States, chaps. iv, v. 

‘4 Finance Report, 1861, p. 62. 5 Jbid., 1862, p. 9. 

*Compiled from the “ Synopsis of the Returns of the Banks in the Different 
States,” published in the Finance Report for 1862, pp. 1869 ff. 
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It is not quite accurate to say that gold coin ceased to circu- 
late. The banks continued to hold large amounts of specie in 
their reserves,’ while the government paid interest on a large 
portion of its debt in gold and required the use of gold by 
importers in payments at the customs houses. More than this, 
there was a section of the country where the greenbacks did not 
succeed in displacing coin even in common business transac- 
tions. 

In 1862 there seem, according to the treasury reports, to 
have been no banks in states west of Kansas and Nebraska.’ 
Indeed, in California, the wealthiest and most populous of the 
western states, the existence of banks of issue was expressly 
prohibited by the state constitution. ‘‘Suspension”’ was, there- 
fore, a much less momentous occurrence for these communities 
than for those of the East where business centered around highly 
developed banking systems. West of the Rocky Mountains 
men continued to buy and sell for coin, giving little thought to 
the fact that bank notes in circulation elsewhere were no longer 
redeemed in specie. 

But when Congress, by the act of February 25, 1862, pro- 
vided for the issue of $150,000,000 of United States notes and 
made them a legal tender between invividuals, the currency 
troubles of the rest of the country were brought home even to 
Californians. Under this law it was technically possible for a 
person who had bought goods from a San Francisco jobbing 
merchant to compel his creditor to accept in payment green- 
backs worth considerably less than the expected gold. Else- 
where this situation had been prepared for by the use of notes 
of suspended banks for three months before the first United 
States notes were issued, and men adjusted their business trans- 
actions to suit the currency. But on the Pacific coast people 

* According to the “ Annual Reports on the Condition of the Banks,” the amount 
of specie held by institutions in the loyal states increased from 76.4 millions at the 
beginning of 1862 to 81.5 millions at the beginning of 1863. House of Representatives 
Executive Document No. 25, Thirty-seventh Congress, third session, p. 209; and No. 20, 
Thirty-eighth Congress, first session, p. 211. 

?See the bank reports cited in preceding notes. 3 Article IV, §§ 34, 35. 
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had been accustomed to a circulation of specie only and were 
very loath to surrender it. Business men consequently cast 
around for some means by which they could maintain the circu- 
lation of gold and prevent debtors from forcing them to accept 
greenbacks. One means to this end was the formation among 
the merchants of San Francisco in November of an agreement 
‘not to receive or pay out legal tender notes at any but the 
market value, gold being adhered to as the standard.” Firms 
that refused to enter into this agreement, or to abide by it, were 
to be listed in a black book and required in future dealings to 
pay cash gold for goods which they purchased. 

Loyal observance of such a voluntary agreement, however, 
was difficult to maintain, and vigorous efforts were accordingly 
made to secure such action from the state legislature as would 
secure the same end by legal means. After severai other pro- 
posals had been rejected, a “specific contract act” was finally 
passed and approved April 27, 1863. It provided in substance 
that contracts for the payment of specific kinds of money should 
be enforceable by legal process. After the constitutionality of 
this law had been affirmed by the state courts, business men 
were able to protect themselves against tenders of greenbacks 
effectively by inserting in all their contracts clauses specifying 
that payment should be made in gold coin. This became the 
general practice and consequently the people of California main- 
tained a large circulation of specie during all the seventeen 
years that the rest of the United States were using paper money. 
Greenbacks were not prevented from circulating, but when they 
were passed it was usually at their gold, not at their nominal, 


value. 
i. 


BANK NOTES. 
As has been said, the withdrawal of gold from circulation in 
other parts of the United States left the notes of the state banks 


*BERNARD Mosks, “Legal Tender Notes in California,” Quarterly Journal of 
Economics, Vol. VII, pp. 1-25; J. A. FERRIS, Zhe Financial Economy of the United 
States Illustrated, San Francisco, 1867, Nos. V, XV. 
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and the federal treasury the only monetary circulation, aside 
from ‘‘deposit currency,” available for use in large transactions. 
But neither the bank nor the treasury notes were at that time 
a legal tender, and consequently the circulation of both was for 
a time beset with difficulties that require discussion in some 
detail. 

Though all the banks, with the exception of the banks of 
the states of Ohio, Kentucky, and Indiana, and a few scattering 
institutions elsewhere like the Chemical Bank of New York, had 
followed the example of the New York banks very promptly in 
suspending specie payments,’ the suspension was _ perhaps 
nowhere complete. Banks very generally continued for some 
time to supply coin to their customers who required it for the 
payment of duties or any other necessary purpose.*? Indeed, in 
those states where the banking laws imposed penalties for 
refusal to pay notes in coin the banks were obliged to redeem 
their notes whenever the holder insisted upon their so doing. 
Such was the case in New York. The state superintendent of 
banking was required by law to close any institution that failed 
to redeem its notes in coin within fifteen days after the notes 
had been protested.3 As the superintendent had no discretion 
in the matter, the banks were at the mercy of any note holder 
who chose to insist upon redemption in gold. Certain specula- 
tors in currrency took advantage of the situation to collect bank 
notes systematically and send them in to the issuing institutions 
for payment in coin which they then sold at a premium.‘ Fear 
of such operations made the banks unwilling to pay out their 
notes freely. Instead of notes they issued many certified checks, 


* Bankers’ Magazine (N. Y.), Vol. XVI, p. 650. 


 Jbid., Vol. XVI, p. 648 (Rhode Island); p. 649 (Philadelphia); Vol. XVII, p. 
760 (Boston) ; House of Representatives, Executive Document No. 25, Thirty-seventh 
Congress, third session, p. 80 (Connecticut); p. 28 (New Hampshire); New York 
Herald, January 5, 1862. This and the subsequent references to newspapers gives the 
date of the “ financial column.” : 


3 See text of the law, Bankers’ Magazine, Vol. XVI, p. 811. 
4+New York Hera/d, January 20, 1862. 
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which for a time formed a prominent part of the circulating 
medium.” 

For such reasons there was a marked contraction in the bank 
note circulation in the first months of 1862. January 4, the 
New York city banks had outstanding 8.6 millions of notes ; by 
March I this circulation had fallen to 5.4 millions. The hesi- 
tation of the banks ceased, however, when the treasury notes in 
circulation were made legal tender, for this measure provided 
funds other than coin which note holders pressing for redemp- 
tion could be compelled to accept. Accordingly, the banks 
began to pay out their notes again, and, by May 3 their circula- 
tion was practically as large as it had been January 4.” 

The situation in Ohio, Kentucky, and Indiana where the state 
banks did not suspend specie payments immediately did not long 
maintain its peculiarity. These banks were deterred from fol- 
lowing the example of eastern institutions by clauses in their 
charters which forbade the redemption of their notes in any- 
thing but coin. In Ohio, however, the legislature enacted a law 
January 16, which granted immunity from the penalties for 
suspension to such banks as should advance coin to be used in 
paying the interest on the state’s foreign debt.3 Similarly in 
Kentucky, ‘‘ the banks of issue having consented to loan to the 
citizens of the state $1,000,000 . . . . the legislature passed an 
act on March 8, 1862, relieving the banks from the penalties for 
suspension of specie payments and authorizing them to pay out 
United States legal tender notes.*”’ 

The Bank of the State of Indiana and its branches, under 
the presidency of Hugh McCulloch, held out somewhat longer. 
December 31, McCulloch issued a statement that under no cir- 
cumstances would the banks fail to redeem the pledge it had 
given to pay its notes in coin.’ In pursuance of this policy the 

* Hunt’s Merchants’ Magazine, Vol. XLVI, p. 309. 

*See the New York city bank statements, zd7d., p. 559. Compare Report of the 
Secretary of the Treasury, December, 1862, p. 15. 

3 Banker's Magazine, Vol. XVII, pp. 163, and 793, 794. 

4 Knox, History of Banking in the United States, New York, 1900, p. 642. 


5 Bankers’ Magazine, Vol. XVI, p. 650. 


oF 
| 


542 JOURNAL OF POLITICAL ECONOMY 


managers of the branches were instructed ‘to redeem promptly 
in coin all notes that might be presented ; to anticipate and pre- 
vent their return, as far as might be practicable, by taking them 
up at commercial points with other cash means; [and] to make 
arrangements with depositors by which deposits of gold should 
be paid in gold, deposits of bank notes . . . . in bank notes.’’* 
By this course ‘‘in a few weeks the larger part of the circulating 
notes of the branches were at rest in their vaults, and the business 
of the branches was reduced to what could be safely done upon 
their capitals and deposits.” When, however, the legal tender 
act had been passed the question arose whether the bank might 
not legally use United States notes in discharge of its notes. 
After ascertaining that the courts would give prompt trial to a 
case involving this important question, Mr. McCulloch, in order 
to make a test case, directed that greenbacks be tendered in 
payment of a note. The Supreme Court of Indiana decided 
that the legal tender act was constitutional, and that the bank 
might redeem its notes in notes of the government. When this 
decision was rendered the bank at once commenced paying out 
its notes again.” 

The same question regarding the availability of greenbacks 
for redemption of bank notes that under state laws were payable 
only in coin, had to be faced in other states. In New York the 
question was peculiarly pressing because the legislature was 
powerless under the constitution to pass such measures of relief 
as were enacted in Ohio and Kentucky.3 To determine whether 
banks could avail themselves of the act of Congress making 
treasury notes a legal tender, test cases were arranged by the 
superintendent of the banking department and a decision obtained 
in June, 1863 from the court of appeals maintaining the constitu- 


* H. McCuLLocn, Men and Measures of Half a Century, p. 136. 
? /bid., pp. 136-8. 


3 Article 8, § 5 of the constitution provided that “the legislature shall have no 
power to pass any law sanctioning in any manner . . . the suspension of specie pay- 
ments by any person, association, or corporation issuing bank notes of any description.” 
Bankers’ Magazine, Vol. XVIII, p. 811. 
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tionality of the law.* This and similar decisions rendered in 
other states removed the last doubt about the right of banks to 
use the greenbacks instead of gold coin as reserves and put them 
in a position to issue their own notes freely. 

The increase in the circulation of the state banks after the 
passage of the legal tender act was very general. Secretary 
Chase estimated that the notes issued by banks in the loyal states 
were 167 millions, November 1, 1862 as compared with 130 
millions a year before.2, The “Annual Report on the Banks in 
the United States” for 1863, though not without omissions, 
made the circulation in the same states about the first of the 
year nearly 181 millions.3 Bank deposits increased with like 
rapidity. According to the bank reports the deposits in the 
loyal states were 257 millionsin January, 1862, and 367 millions 
in January, 1863.4 After April 1, 1863, however, the increase of 
circulation seems to have been checked by the tax imposed of 
fr per cent. a year on certain proportions of the notes outstand- 
ing and 2 per cent. on amounts in excess of the specified 
proportions.5 

Shortly thereafter the organization of new national banks 
and the conversion of state into national banks introduced a new 
element into the circulating medium. As the issue of national 
bank notes proceeded for several years more rapidly than the 
withdrawal of the state bank issues, there was again an increase 
in the total bank circulation. But aside from this increase the 
change was merely the substitution of a more uniform and 

*See Annual Report of the Superintendent of the Banking Department of the 


State of New York, January 7, 1864. Bankers’ Magazine, Vol. XVIII, pp. 811-13. 
The full text of the court’s opinion is published, zézd., p. 345 ff. 


2 Report of the Secretary of the Treasury, December, 1862, p. 14. 


3 House of Representatives Executive Document No. 20, Thirty-eighth Congress, 
first session, p. 210. 


4 lbid., loc. cit., for 1863, and House of Representatives Executive Document No. 
25,Thirty-seventh Congress, third session, p. 208, for 1862. 


5 Act of March 3, 1863, § 7, 12. Statutes at Large, 712. 


®See the statement of bank notes outstanding in the Statistical Abstract of the 
United States, 1878, p. 14. 
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better secured kind of notes for the diverse issues of the state 
banks. 
Ill. 
OLD DEMAND NOTES. 


The circulation of the demand treasury notes was for a time 
beset by more difficulties even than was the circulation of bank 
notes. The first issues of these notes by Secretary Chase in the 
late summer and autumn of 1861 was opposed by the banks 
which subscribed to the $150,000,000 loan. When the Secretary 
insisted on making the issues, however, they yielded and with 
few exceptions made no difficulty about receiving such of the 
notes as were brought to them by depositors." The situation 
changed, however, when the treasury, by suspending specie pay- 
ments, gave notice that these notes would not be redeemed in 
coin? At this time there were $33,460,000 in circulation.3 
Early in January the New York banks held a meeting to discuss 
what policy should be pursued with regard to them. Opinioh 
was divided and the meeting ended with the adoption of a vague 
resolution “That before we consent to receive such notes, we 
must require that such legal provision be made by Congress as 
shall insure their speedy redemption, and that a committee of 
this association be appointed to consider that subject and report 

* Cf. JOURNAL OF POLITICAL Economy, Vol. VII, pp. 310, 311; BRECKENRIDGE, 
“The Demand Notes of 1861,” Sound Currency, Vol. V, No. 20. 


*It has been stated in an official document that ‘the demand notes were paid in 
gold when presented for redemption,” and that this, with their receivability for all 
public dues, “prevented their depreciation.” (/nformation Respecting United States 
Bonds, Paper Currency, Coin, etc., Revised ed. United States Treasury Department 
Circular, No. 123, July 1, 1896, p. 7.) This has been the common view and is found 
¢. g., even in the work of so recent a writer as Professor A. B. Hart (Life of Chase, p. 
242). But none the less it is certainly anerror. Mr. Chase himself said, “The banks 
of New York suspended on the 30th of December, 1861,. . . and the government 
yielded to the same necessity in respect to the United States notes then in circulation.” 
(Report of the Secretary of the Treasury, 1862, p. 7; cf. American Annual Cyclopedia, 
1861, p. 300; and Hunt's Merchants’ Magazine, Vol. XLVII, p. 509.) More than 
this, the “old demand notes,” as the issue came to be called, did depreciate in value, 
which could hardly have happened had they been “ paid in gold when presented for 
redemption.” 


3 Report of the Secretary of the Treasury, December, 1862, p. 9. 


CIRCULATING MEDIUM DURING CIVIL WAR 545 


to an adjourned meeting.”* Of course this resolution procured 
no action by Congress, and the committee was unable to frame 
a policy acceptable to all the banks. Some institutions took 
the notes without question as current funds, while others did 
not.2, The American Exchange Bank, for example, issued a 
circular dated January I, 1862, informing its dealers and corres- 
pondents that it would not accept treasury notes from them, 
unless they would sign a contract to accept payment in the same 
notes at 

But so long asa portion of the subscriptions to the $150,000, 
000 loan remained unpaid almost all of the banks were ready to 
receive demand notes at least in small quantities, because they 
could be used in making payments into the subtreasury.‘ 

After the last instalment on the loan had been paid on the 
morning of February 4, the disinclination to receive the notes as 
current funds became much stronger. Banks could no longer 
find an outlet for them at the subtreasury, and they could not 
be certain that depositors would accept such notes in payment of 
checks, since they were not yet legal tender. The metropolitan 
banks seem to have been rather more liberal than those of Bos- 
ton, Philadelphia and other cities.’ But even in New York 
there was apparently a considerable number of large institutions 
that discriminated against the treasury notes and accepted them 
only as ‘special deposits,” repayable in kind. Refusal to take 

* Banker's Magazine, Vol. XVI, p. 647. 

2 New York Herald, January 2, 5, and 6, 1862. 


3 Bankers’ Magazine, Vol. XVI, p. 647. Compare the similar circulars received 
by Chicago banks from their New York correspondents, Hunt’s Merchants’ Magazine, 
Vol. XLVI, p. 293. 


4New York Herald, February 4, 1862, and Hunt's Merchants’ Magazine, Vol. 
XLVI, p. 309. The banks of Boston acted in similar fashion. Though these banks 
were forbidden by their charters to pay out any notes except their own, a resolution 
was adopted, January 10, that banks concerned in the government loan should accept 
treasury notes “receivable for government dues to the extent of 25 per cent. of their 
subscriptions to said loan, including such notes as they may have on hand.” Bankers’ 
Magazine, Vol. XVI, p. 648. 

5New York Herald, January 24 and 29, 1862. 


6 Joid., February 4 and 5, 1862. Hunt’s Merchants’ Magazine states that this 
course was pursued by a majority of the banks, Vol. XLVI, p. 309. 
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the notes on the part of even a few banks in the clearing-house 
association made serious trouble for the other institutions that 
desired to receive them without question. For, if one of the 
more liberal banks accepted demand notes on deposit as current 
funds, it had to make provision for meeting checks drawn 
against this deposit and presented at the clearing house by other 
institutions. At the clearing house, however, the demand notes 
would not be accepted in payment of a balance, and the bank 
that had taken such notes from its customers had therefore to 
provide other funds for meeting the checks, or, if it did not have 
sufficient currency of other kinds, to take out loan certificates on 
which 7 per cent. interest was charged.’ 

This situation seems to have given much concern to the 
treasury authorities. Though the treasury notes were commonly 
accepted in business transactions between individuals without 
question,? men could not use them freely at the banks, and con- 
sequently persons who received large quantities were compelled 
to sell them at a slight discount. It was the desire to prevent 
such discrimination against the treasury notes that Mr. Chase 
gave as his reason for urging the retention of the legal tender 
clause in the bill introduced by Mr. Spaulding.‘ 

While the bill was still pending, another scheme for the same 
purpose was devised. Mr. Cisco, the head of the New York 
subtreasury, suggested and Chase authorized the acceptance 
of the treasury notes on deposit at the subtreasuries at 5 
per cent. interests It was apparently their expectation that 
the banks would now accept the notes with the intention of 
depositing them at the sub-treasury and so drawing interest upon 

* Hunt's Merchants’ Magazine, Vol. XLVI, p. 309. Cf. the remarks of Senator 
Simmons in the Congressional Globe, Thirty-seventh Congress, second session, p. 794. 

2 New York //era/d, February 9; Shipping and Commercial List, February 19, 1862. 

3 According to the New York 7rtéune, February 13, 1862, the selling price was 
one-fifth of one per cent. below par, while notes could be bought of the street brokers 
at half this discount. 

4 Letter of January 29, 1862, to Thaddeus Stevens. Congressional Globe, Thirty- 
seventh Congress, third session, p. 618. Cf remarks of Mr. Bingham, zd7d., p. 639. 


5 Cf. SCHUCKERS, Life of Chase, p. 269. 
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a part of their current funds.‘ But the plan was received less 
kindly than had been hoped. On February 8, about half a 
million was deposited with Mr. Cisco, and by the 11th another 
million had been added.? But these deposits seem to have come 
mainly from savings banks and out-of-town institutions. Most 
of the city banks looked upon the plan as a bid to induce the 
public to deposit with the sub-treasury instead of with themselves.‘ 

For the time, therefore, this plan accomplished little, and the 
demand notes continued to rule at a slight discount until the 
passage of the legal tender act.s The first reports of the law 
that reached New York indicated that the treasury notes already 
in circulation, as well as the new issues, had been made a legal 
tender.© An amendment to this effect had indeed been made by 
the Senate on motion of John Sherman;?’ but it had not been 
agreed to by the House of Representatives,* and at the recom- 
mendation of the Committee of Conference the Senate receded 
from it.2 Though the report was false it changed the attitude of 
the hesitating banks toward the notes. The new law provided 
that customs should be paid not in paper money but in coin. 
From this rule, however, an exception was made in favor of the 
old demand notes, because the act under which they were issued 
declared them ‘receivable in payment of public dues.” If 
made legal tender, then, the old notes would differ from the new 
only in possessing a virtue lacked by the latter—availability for 
use at the customs house in place of coin. As but 60 millions 
of the demand notes had been authorized, and as they were to 
be replaced as rapidly as feasible by the new issues, it seemed 

'Ch. Hunt's Merchants’ Magazine, Vol. XLVI, p. 310; New York Herald, Feb- 
ruary 9, 1862. 

?New York Herald, February 8 and 11, 1862. 3 /bid., February 14. 

4 Hunt's Merchants’ Magazine, Vol. XLVI, p. 310. 


5New York 7ribune February 13, and Shipping and Commercial List, February 
19, 1862. 


®New York Zimes, February 26; Herald, March 3. 

7 Congressional Globe, Thirty-seventh Congress, second session, p. 771. 
8 /bid., p. 888. 9 Lbid., p. 929. 

Act of August 5, 1861, § 5, 12 Statutes at Large, 313. 
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likely that there would be a strong demand for them from 
importers who had duties to pay. Consequently even the banks 
that had hitherto refused to receive the notes as current funds, 
now refused to pay them out, and instead of being at a discount 
of |; to } they rose to a premium of } to }.". This advance to 
a premium, however, proved premature. When after three or 
four days it was found that the retirement of the old notes could 
not commence until the new notes were printed, that this would 
require at least a month, and that in the meantime the treasury 
must continue to pay out the old notes, they fell again to par.’ 
And when on the 4th of March the full text of the legal tender 
act was received, and it was found that the legal tender clause 
included only the new issues, some of the banks reverted to their 
former policy and began again to discriminate against the gov- 
ernment notes. This caused them to fall once more to a dis- 
count. 

The discovery that the old demand notes had not been made 
legal tender seems to have been as much of a surprise to many 
members of Congress as it was to business men in New York. 
Steps were taken at once to remedy the omission. A clause 
making the treasury notes already in circulation a legal tender 
was inserted. in the bill to authorize the purchase of coin for the 
payment of interest on the public debt, which Thaddeus Stevens 
introduced into the House March 6.4 When this bill received 
President Lincoln’s signature, March 17,5 there was no longer any 
reason for discriminating against the demand notes, and they 
returned for a short time to par.® 

*New York Zimes, February 26 and 27, 1862; Hera/d, February 27 and 28; Com- 
mercial Advertiser, February 26, 27, 28 and March 1; Shipping and Commercial List, 
March 1. 

2New York Hera/d, March 1 and 3; Zimes, March 3. 

3New York Herald, March 4; Commercial Advertiser, and Shipping and Com- 
mercial List, March 5. 

4 Congressional Globe, Thirty-seventh Congress, second session, pp. 1103 and 1116. 

512 Statutes at Large, 370. 

®In fact, the notes returned to par as soon as it was known that the clause had 
been introduced, because it was a foregone conclusion that the measure would become 
a law.—New York Commercial Advertiser, March 8. 
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Meanwhile the New York banks had taken action that put an 
end to all opposition on their part to the use of the treasury 
notes. At a meeting held March 7, 1862, they determined to 
make their clearings in certificates issued by the assistant treas- 
urer for deposit of the demand notes with him at 5 per cent. 
interest." This arrangement, which went into effect March 10, 
made treasury notes the standard for all banking operations in 
current funds.? Foreseeing that when the new notes were ready 
for issue the old notes receivable for customs would be more 
valuable, Mr. Cisco published a notice March 14, that all cer- 
tificates of deposit issued in the future would be paid in any 
notes that were legal tender.3 The new respect in which the 
old demand notes were coming to be held was shown by the 
fact that this notice caused a falling off in the daily deposits. 
The check was only temporary, however, for the new notes 
became themselves available for deposit early in April. 

From the 7th of March, then, the old demand notes were 
current funds in New York and passed without question at par. 
But soon after the appearance of the greenbacks their position 
changed again. The first greenbacks in New York came ina 
remittance of $4,000,000 received by the assistant treasurer 
April 5.4 A large sum was paid out the same day and from this 
time on issues were so rapid that 90 millions were outstanding 
before the 7th of June. All through April the old demand 
notes circulated side by side with the new notes at par. But as 
the supplies of the latter currency became sufficient for the 
wants of business a difference became apparent between the 
treatment of the two issues. Owing to their receivability for 
customs, the old demand notes were preferred, and as early as 
the second week in May they began to be quoted regularly 

* Bankers’ Magazine, Vol. XVI, pp. 809-11. 

2Cf. New York 7imes, March 

3See text in Annual American Cyclopedia, 1862, p. 456. 

4 See the financial columns of the New York papers under this date. 


5 House of Representatives Miscellaneous Document No. 81, Thirty-seventh Con- 
gress, second session, p. I. 
° Hunt's Merchants’ Magazine, Vol. XLVII, p. 33. 
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at a premium which, slight at first, gradually rose as the volume 
in circulation became smaller and the premium on gold for 
which they served as a substitute at the customs house became 
higher. The possibibility of obtaining this premium caused 
holders of old demand notes to hoard them just as they had 
hoarded gold in January. When Mr. Chase wrote his letter of 
June 7th requesting authority for a second issue of greenbacks 
he said that the $56,500,000 of the old demand notes then out- 
standing were ‘held by banks and capitalists, and not used as 
circulation.’’? They were sold from time to time to importers 
and used in the payment of duties. As they came into the treas- 
ury through the customs houses, the old demand notes were 
canceled and replaced by greenbacks. By this process the 
amount outstanding had been reduced to 3% millions by June 
30, 1863.2. This withdrawal from circulation in May, 1862, 
closed the brief but eventful history of the old demand notes as 
a part of the circulating medium. 

From what has been said it is clear that the business public 
must have suffered considerable inconvenience from the uncer- 
tainty regarding the currency between the time of suspension 
and of abundant issues of the greenbacks. Gold had ceased to 
be used in ordinary transactions; notes of state banks, always 
inconvenient, were in many cases not issued freely for pruden- 
tial reasons and had to be replaced in considerable measure by 
certified checks, and the treasury notes were most of the time 
discriminated against by many banks. The appearance of the 
greenbacks in large amounts afforded relief from such difficul- 
ties, though the wide and rapid fluctuations in their value gave 
rise to other embarrassments of a more serious character. 


IV. 
‘“SHINPLASTERS AND FRACTIONAL CURRENCY. 
One difficulty with the currency, however, the greenbacks 
could not meet. While they served as a convenient medium of 


* House of Representatives Miscellaneous Document No. 81, Thirty-seventh Con- 
gress, second session, p. I. 


* Report of the Secretary of the Treasury, December, 1863, p. 45. 
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exchange in large transactions, they did not supply the want of 
small change, for the first legal tender act had forbidden the 
issue of notes less than five dollars.* Hardly had the perplexi- 
ties of business men who handled currency in large amounts 
been relieved by the free issues of the greenbacks when yet 
greater inconveniences began to be felt by everyone from the 
lack of fractional coins. 

When specie payments were suspended the subsidiary silver 
coins did not disappear from circulation at once as did gold, for 
reasons found in existing coinage laws. While a dollar con- 
tained 371.25 grains of pure silver, only 345.6 grains were put 
into two half dollars, four quarters or ten dimes.? In January, 
1862, one grain of gold was selling for 15.35 grains of silver.3 
At this ratio a silver dollar was worth $1.04 in gold, while two 
halves, four quarters, or ten dimes were worth but 97.05 cents. 
While, therefore, there was a profit in treating gold coin as 
bullion instead of as money the moment a fractional premium 
appeared upon it in paper, there was no profit in exporting or in 
melting subsidiary silver coins until the premium on gold had 
risen sufficiently above 3.1 per cent to give brokers compensa- 
tion for collecting the coins and shipping them to Canada. For, 
when gold stood at 103,',, a paper dollar was worth 97 cents in 
gold—just as much as 10 dimes. It was therefore a matter of 
indifference to the possessor of subsidiary silver coins whether he 
paid it over as current funds in purchasing commodities or sold 
it for paper money. But when gold rose above 103745, a paper 
dollar became worth less than 10 dimes, and a person who had 
the latter could make them go farther in the payment of debts 
by selling them for paper money and giving it to his creditor 
than by handing him the silver itself. Since, however, some 
trouble and expense were involved in melting or exporting coins 
of small denominations, it was a nice question how high the 


*§ 1. 12 Statutes at Large, 345. 


? Act of February 21, 1853. 10 Statutes at Large, 160. Cf LAUGHLIN, History of 
Bimetallism in the United States, chapter v, § 4. 


3See the table in LAUGHLIN, of. cit., Appendix II, F. 
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premium on gold must rise above 3,'; before the silver would 
disappear from circulation. 

For the first week after payments in specie had been stopped 
the premium on goid varied from 1 to 3 per cent.* But on 
the 8th of January it rose to 3% and on the oth to 44%. At the 
latter premium a paper dollar was worth 95.92 cents in gold, or 
1.13 cents less than 10 dimes. According to the money column 
of the New York Hera/d this slight difference sufficed to induce 


brokers to begin the purchase of silver coins. ‘An inquiry has 
sprung up for silver,” reports the financial writer on the gth, 
“which has been held at I per cent. premium.” It is not 


improbable, however, that purchases of silver on so slight a 
margin were prompted rather by anticipations of the profit that 
could be made if the premium on gold continued to advance 
than by the opportunity for immediate profit. If so, the buyers 
of silver were disappointed, for after rising to 5 on the 1oth of 
January, the premium fell again below 4.*, During February the 
average premium was 3.5, during March 1.8, during April 1.5, 
and during May 3.3. At such low prices for gold, or more 
accurately, at such high prices for paper money, there was no 
profit in buying subsidiary silver coins for export or melting, 
and consequently they continued to circulate as money. But in 
June, when the hopes of a speedy end of the war were being dis- 
pelled, the paper money fell in value, that is, the premium took 
an upward turn. From 3, on the first Monday of the month, 
the premium rose to 4,5, on the second Monday, 6§ on the third, 
7% on the fourth, and 9,44 on the fifth. With gold at the last 
named premium, a paper dollar was worth 91.69 cents in gold 
—a price which afforded an ample margin of profit for the pur- 
chase for export of silver coins worth 97.05 cents. 

Accordingly, the newspapers late in June and early in July 


*Cf. Money articles of the New York papers, especially the Commercial 
Advertiser. 

2 See the table of daily premiums in the JoURNAL OF PoLiTicaL Economy, Vol. 
VI, pp. 286 ff. 

3 These figures are averages of the highest and lowest prices of gold recorded 
each day. 
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began to remark a rapid disappearance of small change from 
circulation. For example, the Springfield Republican of July 2, 
1862, said, ‘‘The ruling premium of 5 to 6 per cent. on silver 
coin, as compared with the paper currency in use, is fast driving 
it out of circulation. Laboring people and those of small means 
are constantly to be seen at brokers’ offices selling $10 to $50 
of silver change at 2% per cent. premium, which the brokers 
ship to Europe where they can realize 6 or 7 per cent. in com- 
parison with our irredeemable paper currency.” Similarly, the 
New York Zimes of July 18 declared that, ‘‘The annoyances 
suffered in this city and throughout the country, during the last 
two or three weeks, on account of the scarcity of specie, have 
been unspeakable, and in many lines of business, the loss of cus- 
tom and profit has been heavy.”* Though over 45 millions of 
subsidiary coins had been struck under the act of 1853,? of 
which perhaps three-fifths circulated in the loyal states,? nearly 
the whole amount seems to have been withdrawn from use as 
currency between the middle of June and the middle of July. 
Apparently, the brokers who purchased the coin exported most 
of it. Over 334 millions were carried to Canada in 1862 bya 
single express company. American coin became a drug in the 
Canadian market and was accepted only at a discount.’ Con- 
siderable amounts were shipped also to South America and a 
sum large in the aggregate was no doubt kept for a long time 
in small hoards.® 

Of course the disappearance of the silver coins from circu- 
lation caused serious inconvenience in retail trade. Various 
shifts were tried to supply their place. In Philadelphia old 
Spanish quarter dollars were brought again into use. These 
coins had formed a considerable portion of the small change 


*Compare New York 7ribune, July 9 and 16; Commercial Advertiser, July 10 and 
16; Chicago Post, July 15, and other references in the following notes. 

2 Report of the Director of the Mint, October, 1862, p. 49. 

3Cf. Hunt’s Merchants’ Magazine, Vol. XLVI, p. 155. 


4 Annual American Cyclopedia, 1862, p. 468. 
5 Cf. Bankers’ Magazine, Vol. XVIII, pp. 83 and 482, Vol. XIX, p. 699. 
®KNox, United States Notes, p. 100. 
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before an abundant supply of American silver was furnished 
under the act of 1853. From long use they had become light 
in weight. The act of February 21, 1857 provided that they 
should be accepted by the government offices for twenty instead 
of twenty-five cents." When the American silver was withdrawn 
a few of these old coins, because of the less amount of silver left 
in them, came out of retirement and passed current again as 
quarters of a dollar.” 

Another method of meeting the situation was to decline to 
make change for paper bills at all, or else to charge a premium 
for the silver returned. This plan is said to have been adopted 
for a time by transportation companies and many retail shops in 
New York city.3 A third device was to cut dollar bank bills 
into halves or quarters and pass these for 50 and 25 cents. In 
Hartford, Conn., it was said that some $20,000 of the bills of the 
Etna Bank were floating about cut in two.4 A more ingenious 
scheme was hit upon by the Farmers’ Bank of Mount Holly, 
New Jersey, which paid out notes for $1.25, $1.50, and $1.75 to 
enable people to make change within twenty-five cents by 
returning a dollar bill.’ Much commoner, however, was the 
issue of notes for fractional parts of a dollar, colloqiually called 
‘shinplasters.”” Though the laws of many states forbade any 
bank to put into circulation notes less than one dollar, a few 
institutions adopted this plan relying upon the obvious need of 
fractional currency to secure immunity from prosecution.’ But 
most of the ‘“‘shinplasters” seem to have been issued by 
individuals or firms not engaged in banking. In Chicago, for 
instance, the city railway company supplied twenty-five-cent 
tickets which the conductors gave in exchange for paper bills 
and accepted for fares.?, In Boston Young’s Hotel started a sys- 

* 11 Statutes at Large, 163, and LINDERMAN, Money and Legal Tender, p. 32. 

*Springfield Repudlican, July 15, 1862. 3 New York 7riéune, July 9 and 16. 

4 Bankers’ Magazine, Vol. XVII, p. 404. On similar practices elsewhere see 
ibid., p. 821. 

5 Lbid., p. 316. 

® For example of such illegal issues by a banker of Reading, Pa., see ibid, p. 475. 

7Chicago Post, July 15, 1862. 
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tem of checks for fifteen, twenty-five, and fifty cents with the 
proprietor’s signature attached—an example that saloons, res- 
taurants, and retail shops were quick to follow.* | Many of these 
issues were made by irresponsible persons and consequently 
resulted in loss to those who accepted them.? Partly to protect 
the public from such losses and partly to obtain a “loan without 
interest’’ many towns and cities provided for municipal issues 
of small notes. The city council of Newark, New Jersey, for 
instance, voted, July 11, ‘“‘to issue promissory notes to the 
amount of $50,000 in denominations ranging from ten cents to 
fifty cents’’ and redeemable by the city in sums of $10 or more.3 
This example was followed by Jersey City, Wilmington, and 
Albany, and a proposition of this character was dropped in 
Philadelphia only because it was found to be contrary to state 
law.4 

These various substitutes for the silver coins furnished a frac- 
tional currency that, although unsatisfactory, had to be tolerated 
for a time as a makeshift. Secretary Chase, however, took steps 
promptly to relieve the general embarrassment. He called the 
attention of Congress to the matter in a letter written July 14, 
and Congress responded by authorizing the use of “the postage 
and other stamps of the United States” as currency.5 

Though this act was approved by the President only three 
days after Chase’s letter was written, some time elapsed before 
it afforded substantial relief. The chief immediate effect was to 
cause the use of ordinary letter postage stamps for small 
change. In New York where as a rule about $3,000 of stamps 
were sold daily, the sales ran up to $10,000 on the day after the 
bill was approved, and next day to $16,000.° Such stamps, how- 


*Springfield Repudlican, July 15, 1862. 


2Cf. quotations from the Philadelphia Zedger in the Bankers’ Magazine, Vol. 
XVII, p. 823. 


3New York Zimes, July 13, 1862. 
*See Bankers’ Magazine, Vol. XVII, pp. 823, 566, 316, and 161 respectively. 
5 Act of July 17, 1862, 12 Statutes at Large, 592. 


° Bankers’ Magazine, Vol. XVII, p. 159. 
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ever, were exceedingly inconvenient for use as currency because 
of their small size and their propensity for sticking together and 
getting crumpled. To take their place Secretary Chase caused 
a series of special stamps in denominations of 5, 10, 25, and 50 
cents to be prepared.t They were about 234 by 33% inches in 
size, printed on both sides and not gummed.” The first issues 
were made late in August.3 

In order to force the withdrawal of the ‘“shinplasters,” 
attorneys of the national and local governments in some dis- 
tricts published notices warning the public that the penalties 
imposed by federal and state laws upon the issue of small notes 
by unauthorized persons would be vigorously enforced by prose- 
cutions.4 Municipal ‘“ shinplasters,” however, were not affected 
by the Postage Currency Act which forbade such issues only to 
‘private corporations,” firms and individuals.’ Town and city 
notes continued therefore to circulate unhindered for a consid- 
erable time. 

The difficulties with the fractional currency do not seem to 
have come to an end even by the close of 1862. The various 
substitutes for coin could not be dispensed with until the ‘ post- 
age currency” became abundant enough to supply the demand 
for small change, and at first the issues were rather slow. By 
the end of September but $787,700 had been placed in circula- 
tion, and in the next two months the total reached less than four 
millions.© In December Mr. Chase reported that it had been 
‘found impossible to keep pace with the public demand for this 


* Report of the Secretary of the Treasury, December, 1862, p. 28. 

? Representations of this “ postage currency” are given by KNOx, of. cit., pp. 
105-8. 

3 KNOX, of. cit., p. 104; Bankers’ Magazine, Vol. XVII, p. 239. 

4For example see the notice given in New York city, Bankers’ Magazine, Vol. 
XVII, p. 256, and compare the action taken by the bank commissioners of Illinois, 
ibid., p. 567. 

$§ 2. 12 Statues at large, 592. See also the correspondence between the chair- 
man of the finance committee of Wilmington and the commissioner of internal reve- 
nue. Sankers’ Magazine, Vol. XVII, p. 566. 

® Report of the Secretary of the Treasury, December, 1862, pp. 43, and 12. 
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currency,” and that although the daily issue had ‘been rapidly 
increased to $100,000,” and was then being ‘‘ extended as fast 
as practicable to twice that amount,” the supply was still 
‘largely deficient.” * 

In the West the St. Louis Republican of December Io stated 
that “There is still much complaint of the scarcity of small 
change,” * and in the East the Springfield Republican of the same 
date reported that ‘‘shinplasters’’ were stiil in circulation. In 
the same month the city council of New York passed an ordi- 
nance providing for the issue of 5, 10, 25, and 50 cent notes, 
which the Bankers’ Magazine declared to be ‘a necessity grow- 
ing out of the scarcity of change in this city.”"3 | Ordinary post- 
age stamps also continued in use side by side with the deficient 
‘postage currency” despite the efforts of the post-office depart- 
ment to prevent it. The postmaster-general in his report dated 
December 1, 1862, said: 

Postmasters were specially instructed to discontinue sales of stamps to 
persons evidently designing them for use as currency; but, notwithstanding 
the precaution taken and the checks adopted .... the demand has until 
quite recently been largely in advance of the daily manufacture .... the 
majority of applications . . . . from postmasters were only partially filled, 
generally but one-half the number asked for having been sent..... The 
aggregate value of the postage stamps and stamped envelopes sold at 29 of 
the larger post-offices during the third quarter of 1862 was $1,400,937.48, 
and during the corresponding quarter of 1861 was $606,597.40, showing an 
excess in favor of 1862 of 794,340.08. .... Nearly the entire excess .... 
has been or is now in use as currency. 

In the winter months, however, the supply of “postage cur- 
rency”’ became more adequate to the needs of retail trade. 
Nearly seven millions had been issued py the end of December, 
1862, and 12 miliions more were added in the next three 
months. When people could obtain this federal currency, they 

* /bid., pp. 28, 29. ? Quoted in Bankers’ Magazine, Vol. XVII, p. 568. 


3Vol. XVII, p. 562. Mayor Opdyke, however, did not agree with this view, and 
vetoed the measure. New York 7ribune, December 22, 1862. 


4 House of Representatives Executive Document No. I, Thirty-seventh Congress, 
third session, Vol. IV, pp. 131, 132. 
5 BAYLEY, National Loans of the United States, p. 159. 
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manifested a strong disposition to reject postage stamps and 
‘‘shinplasters ’— even those issued by the towns. The Spring- 
field Republican of January 29 said: 

There is a general agreement throughout the country to banish all private 
and corporate shinplasters and use only the government postage currency for 
change after the first of February. In Boston already, none but those of the 
Parker House remain in circulation, and these are refused at many stores, 
and are being fast retired. . . . . A few choice shinplasters may be tempora- 
rily retained in special localities, till sufficient of the postal currency works in 
to accommodate public wants. ... . There are large amounts of the postal 
currency in circulation, and much is hoarded. that will come out as soon as the 
other sort is banished." 

As late as March the Philadelphia Ledger said: 

Now Philadelphia is tolerably well supplied with small currency authorized 
by the government, while at New York and other eastern points they are 
suffering great inconvenience and much loss by an immense circulation of all 
sorts of trash... . . So intolerable has the nuisance become, everybody is 
denying them, causing quite a panic among the poorer classes — those least 
able to bear the loss . . . . Nobody but the brokers will deal in them now. 

. . . The corporation issues of Newark and Jersey City . . . , more popular 
than others . . . . are included in the general decree of banishment... . . 
The people will take nothing but government postage currency for small 
change. ‘There appears to be no lack of it now.? 

To protect holders of postage stamps that had been used as 
currency from losses similar to those suffered by holders of 
shinplasters the postmaster-general was obliged to order the 
redemption of such stamps as were evidently uncanceled.3 

May 27, 1863, issues of the postage currency ceased, after 20 
millions had been placed in circulation. Its place was taken by 
the “fractional currency” authorized by the Act of March 3, 
1863, The new notes were made of thinner but stronger paper, 
could not be counterteited easily, and were not injured by wet- 

* Compare the notices published by the same newspaper at the head of its edito- 


rial section January 23, that “ no shinplasters or postage stamps except in the sheet,”’ 
would be received in remittances after that date. See also notice of January 27. 


Quoted in Bankers’ Magazine, Vol. XVII, p. 823. 


3 Report of the Postmaster-General cited above, p. 133, and Annual American 
Cyclopedia, 1862, p. 463. 
4§$12 Statutes at Large, 711. 
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ting.’ But aside from the technical superiority of the new issues 
as currency, the change was one only in name. The title ‘“ post- 
age currency” had been a misnomer, for the notes were not like 
ordinary postage stamps. Issues of the new notes commenced 
October 10, 1863. By the 30th of June, 1864 about 734 millions 
of the fractional currency had been put in circulation while 
5 millions of the postage currency had been withdrawn, so that 
the whole amount outstanding was not quite 23 millions.* The 
same process of withdrawal of the old and substitution of the 
new notes was continued during the next year. The amount 
of postage currency decreased from 15 to 10 millions, while 
the amount of the fractional currency increased from 734 
millions to 15. Thus at the end of the war the aggregate 
fractional currency of both kinds in use was 25 millions.3 


V. 
MINOR COINS. 

The difficulties with the circulating medium did not stop 
with the subsidiary coins of silver, but extended even to the 
minor coins of base metals. The act of February 21, 1857 had 
provided for replacing the old copper cents of 168 grains by 
coins weighing 72 grains and composed of 88 parts copper and 
12 parts nickel.4 Of these new cents there had been issued 
116,066,000 by June 30, 1862.5 The work of exchanging the 
new for the old coins was still going on, but the director of the 
mint reported in October, 1862 that the number of old cents 
was rapidly diminishing and that they would soon disappear 
altogether from circulation.© The new cents, together with such 
of the old as still remained in use, were the only minor coins, 

* Bankers’ Magazine, Vol. XVAII, p. 364. 

2 Report Secretary of the Treasury, December, 1864, p. 45. 

3 Report Secretary of the Treasury, December, 1865, p. 53. 

4§$4. 11 Statutes at Large, 163. 


5 Reports of the Director of the Mint, October, 1857 and 1862, pp. 49 and 57 
respectively. Here and in other citations of the Reports of the Director of the Mint 
the pages refer to the Finance Reports. 


SP, 46. 
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for the making of half cents had been stopped by the Act of 
1857, and two, three, and five-cent pieces were not authorized 
until 1864, 1865 and 1866, respectively.’ 

The withdrawal of the silver coins from circulation in June 
and July caused a marked extension in the use of the nickel cents 
as substitutes. To make them serve more conveniently in the 
place of silver, cents were sometimes done up in rolls of twenty- 
five and passed from hand to hand, frequently without opening.” 
The demand for these coins at the mint suddenly became very 
great. 3,600,000 pieces were struck at Philadelphia in July and 
there was a great rush to procure them.3 ‘Large amounts,” said 
the director of the mint in October, ‘“‘have been sent to every part 
of the country, and orders beyond our ability to fill are con- 
stantly forwarded to the mint.”* The number of cents coined 
increased from 10 millions in the fiscal year 1861 and 12 millions 
in 1862, to 48 millions in 1863.5 

It is a curious but well-attested fact that the nickel cents 
went to a premium almost as soon as the subsidiary silver coins. 
The New York Commercial Advertiser of July 10 reported that 
while gold was at 17 per cent. premium in paper, silver was at 
10 and nickel at 4 per cent. A similar condition was noted by 
the Springfield Republican July 15th, and the director of the 
mint in his annual report for 1863 said that ‘for the past two 
years’ cents had “commanded a premium” and were then 
“scarcely to be had.” ° 

The cause for a premium on cents at the time was, however, 
different from the cause for the premium on gold and silver 
coins. The latter were at a premium because the bullion in 
them was of more value than the corresponding sums of paper 
money. According to the director of the mint, however, the 
cent in 1862 cost ‘‘the government scarcely half a cent,’’” and, 


* Coinage Laws of the United States, 1792 to 1894. Fourth ed., p. 89. 
Springfield Repudlican, July 15, 1862. 

3 Bankers’ Magazine, Vol. XVII, p. 390. 4 Report, p. 40. 

5 Report of the Director of the Mint, October, 1865, p. 237. 

®P. 189. 7 Report, p. 49. 
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again, in 1863 he reported that nickel cents contained a “half 
cent’s worth of metal, more or less, according to market 
fluctuations.” * These statements of cost to the government, 
however, do not necessarily show the market value of cents as 
bullion, because a large part of the metal used in their manufac- 
ture was imported,’ and the duties which private men would have 
to pay were remitted to the mint. But these duties were not 
heavy enough to make a very great difference. Under the Tariff 
Act of July 14, 1862, imported nickel paid a tax of but IO per 
cent. ad valorem, and under the Act of June 30, 1864 this rate was 
increased but to 15 per cent.3 | Meanwhile copper in pigs, bars, 
or ingots, paid two cents a pound, according to the law of March 
2, 1861, and 2% cents, according to the act of June 30, 1864.‘ 

Consequently, even if the director’s estimates of cost be taken 
to mean cost on a specie basis and I0 per cent. be added for the 
duties, 100 of the one cent coins would have hada market value 
as bullion of not more than 55 cents in gold. On this estimate 
cents would not have gone to a premium in paper currency for 
the same reason as gold and silver until the specie value of a 
paper dollar was less than 55 cents—that is, until gold was 
at a premium of almost 82 per cent. But this did not occur 
until April, 1864. In July, 1862, when a premium is said to 
have been paid for cents, the average value of paper dollars was 
86.6 cents in gold, and the metal in 100 nickel cents was worth 
at most about 63% cents in paper. If men were ready to pay a 
premium for cents, then it must have been because of their 
anxiety to procure a part of the insufficient supply for use as 
small change—not because they could make a profit by melting 
or exporting the coins. 

This need for one cent pieces continued to be felt even after 
the issue of the postage and fractional currency, for the lowest 


* Report, p. 188. 


2 /bid., p. 189, and letter of the Director of the Mint to Chase, March 16, 1864, in 
Congressional Globe, Thirty-eighth Congress, first session, p. 1228. 


312 Statutes at Large, 550 and 13 Statutes, 211. 


412 Statutes at Large, 182, and 13 Statutes, 206. 
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denominations supplied were five and three cents respectively.’ 
That the supply of cents was not sufficient to meet the demand 
isclear. Before suspension they were “considered redundant in 
quantity,” according to the director of the mint, and it ‘‘was 
part of the hourly finesse of buyers and sellers to get rid of 
them.”? Although 116 millions of the nickel coins had been 
issued by June 20, 1862 and 48 millions more were added during 
the next year, the supply was still so short in comparison with 
the demand that not less than 300 varieties of illegal cert tokens 
of the same size, but less weight than the mint cent and con- 
taining no nickel, were issued by private parties in direct viola- 
tion of the law and ‘‘until suppressed were freely used as coin 
by the public.”3 Since the supply was thus deficient it is per- 
haps not surprising that business houses were willing to pay a 
slight premium for their small change. 

As the amount of cents called for continued to be so great 
and as nickel was a costly ingredient, the director of the mint 
proposed in October, 1863 to substitute bronze for the alloy of 
nickel and copper. +*No action was taken upon this recommen- 
dation at the time, and on March 2, 1864, he wrote a letter to 
Secretary Chase, calling attention again to the subject. 

This change in the material of the cent ... . [he said] has become a 
necessity from the advance|[d] price of nickel (for a supply of which we are 
at present entirely dependent upon the foreign market, paying for it in gold 
or its equivalent), and the great uncertainty of procuring an adequate supply 
for the future from any source at a price within the legal limit,. . . if nickel 
is retained it will be impossible to meet the enormous demand for cents, and 
the increasing cost of production may compel a cessation of that coinage. 
The demand for cents is now far beyond our ability to supply it.5 

Chase sent this letter with one of his own, supporting the 
director’s recommendations, to Fessenden. When the proposal 
to drop nickel as an ingredient in the coinage became known it 
encountered serious opposition from the friends of Mr. Joseph 

* KNOX, United States Notes, pp. 103 and 104. 3 [bid., loc. cit. 

* Report of 1863, p. 189. 4 Tbid., loc. cit. 

5 Congressional Globe, Thirty-eighth Congress, first session, p. 1228. 

6 Joid., p. 1227. 
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Wharton, from whose works in Pennsylvania and New Jersey 
came the entire domestic supply.‘. To remove their objections 
Mr. Pollock, the director, wrote a second letter March 16, 
recommending as a compromise that the old alloy of 88 per cent. 
copper and 12 per cent. nickel be retained, but that the weight 
of the cent be reduced from 72 to 48 grains.?, Mr. Clark, from 
the Senate finance committee, however, brought in a bill fora 
bronze cent of 48 grains and a two-cent piece of the same com- 
position, but twice the weight.3 This measure was at once 
passed by the Senate* and a month later by the House after 
very brief discussion.’ 

In October the director of the mint reported that the new 


coinage law had been “highly successful.” ‘The demand for 
the one and two-cent pieces,” he added, “has been unprece- 
dented, and every effort has been made to meet it.” In explain- 


ing why the demand continued in excess of the supply despite 
daily issues largely in excess of any former period, he said, 

Large quantities are hoarded and thus kept from circulation. They have 
also been bought and sold by small brokers ata premium. This has induced 
individuals to collect them for the purpose of sale, thus producing a scarcity 
and inconvenience to the public that ought not to exist. © 

The letters of Mr. Pollock to Secretary Chase and these 
remarks in the October report indicate that the time had at last 
come when the bullion value of nickel cents was approximating 
their nominal value as currency. Indeed, as early as March, 
1864, Lyman Trumbull, of Illinois, remarked in the Senate, 

* Mr. Wharton himself prepared a little pamphlet, Project for Reorganizing the 
Small Coinage of the United States of America, in which he offered to provide all the 
nickel that would be necessary for making not only one and two-cent pieces, but also 
other coins less than 25 cents at $2.50 per pound. At this price he estimated that 
one and two-cent pieces could be made at a profit of 33% per cent. to the government. 
The pamphlet bears the date April 15, 1864. 

* Congressional Globe, Thirty-eighth Congress, first session, p. 1228. 

3 Jbid., p. 1227. 4 [bid., p. 1228. 

5 [bid., p. 1763. Actof April 22, 1864. 13 Statutes at Large, 54. 


® Report, October, 1864, p. 213. 
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The cent as a general thing does not circulate in the country now, I think. 
We see some few of them here, but in my travels I very seldom see a cent. 
I do not know how it may be in other portions of the country. * 

At this time, March 21st, gold was at 162 and paper was 
accordingly worth 61.7 in specie. If cents were being hoarded it 
must have been because the advance in the price of nickel, of which 
Mr. Pollock complained, had carried the bullion value of 100 coins 
above 62 cents in gold. But whether there was a profit in melt- 
ing or exporting the minor coins in March, 1864, there appa- 
rently was one in June and the following months. The monthly 
average price of gold was above 200 from June until February 
of the next year inclusive. During this period the average 
specie value of paper dollars varied from 38.7 cents in July to 
48.7 cents in February. Even had there been no advance in 
the gold price of nickel there would have been a margin of profit 
in collecting coins which would pass current as money at a gold 
equivalent of considerably less than 50 cents, but could be sold as 
bullion for perhaps 55 or more. Consequently, it is not improb- 
able that some of the brokers who bought nickel cents ata 
premium in the summer of 1864 purchased them to melt or 
export, not to sell again for change. On the other hand it 
should be pointed out that the expense of collecting and hand- 
ling one cent pieces would be much greater in proportion to their 
bullion value than in the case of silver coins. 

The situation was of course somewhat different with the cents 
struck under the new coinage law. These contained no nickel and 
weighed but two-thirds as much as the previous issues. During 
the fiscal year 1865 the government made a profit of about 
$400,000 from their manufacture.*? If any premium was paid 
for them it must consequently have been from the desire for 
change. As the nickel cents appear, from what Senator Trumbull 
and the director say, to have gone out of circulation in large 
measure, the scarcity of change less than three cents—the 
smallest fractional note— must have been severe. Of the bronze 


* Congressional Globe, Thirty-eighth Congress, first session, p. 1227. 
* Report of the Director of the Mint, September, 1865, p. 232. 
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cents 5,874,000 were struck before July Ist and of the two-cent 
pieces 1,822,500." Though the coinage during the fiscal year 
1865 was very rapid—an average of 24% million two-cent pieces 
and 4% million cents each month?—the supply could not have 
been sufficient to meet the demand. 

One more change was made in the circulation of minor coins 
before the end of the war. From a price of 226 the last day of 
1864 gold fell to 200 by the Ist of March, and the rapid prog- 
ress of the northern armies then promised a still further fall, 
which was realized in April and May, when the average price 
was 148.5 and 135.6 respectively. This fall in gold or rise of 
paper money seemed to show that the day was close at hand 
when minor coins would remain in circulation without difficulty. 
Accordingly a bill was passed without discussion by Congress,‘ 
authorizing the issue of a three-cent piece, made of copper and 
nickel, in the proportion of 75 parts of the first and 25 parts of 
the second. This coin was to be legal tender in payments of 60 
cents, and the one and two-cent pieces in payments of four 
cents. At the same time it was provided that thereafter no 
fractional notes should be issued of denominations less than five 
cents, and that any such notes outstanding should be destroyed 
when paid into the treasury.5 

When the director of the mint prepared his report at the end 
of September, 1865, he made no further complaints about the 
premium on minor coins. Paper dollars had then a value of 
more than 69 cents in gold, and even the three-cent pieces, con- 
taining 25 per cent. of nickel, seemed to have been worth more 

*No separate statement is made by the director of the mint of the coinage of 
nickel and bronze cents in the fiscal year of 1864, but the above figures are obtained 
by subtracting from the total coinage of cents up to June 30, 1864, the total number 


of copper and nickel cents struck as given in Coinage Laws of the United States 1792, 
1894, 4th ed. p. 89. 


2 Report of the Director of the Mint, September 1865, p. 235. 


3 Hunt's Merchant's Magazine for May, 1865, includes “coppers” in its state- 
ment of “the active circulation of the country, Vol. LII, p. 381. 


4 Congressional Globe, Thirty-eighth Congress, second session, pp. 1391 and 1403. 


5 Act of March 3, 1865. 13 Statutes at Large, 517. 
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as currency than as bullion. ‘‘The coinage of the cent and the 
two-cent piece from the bronze alloy,” he said, ‘‘has been very 
large, but not in excess of the demand. They have been dis- 
tributed to almost every part of the United States, and many 
into states, West and South, that heretofore refused to use such 
coin as currency.’’* He closed by suggesting that the policy 
pursued in issuing a three-cent piece be followed further by 
making five-cent coins also of 25 per cent. nickel, and that, to 
make room for their circulation, all fractional notes below ten 
cents be withdrawn. 
VI. 
TREASURY NOTES. 

As was said above, the first greenbacks were issued early in 
April, 1862. From this time on until specie payments were 
resumed, January I, 1879, they served as the standard of value 
in all business transactions and also as an important part of the 
circulating medium. 98.6 millions were issued before July 1, 
1862. From this time on for two years the government was pay- 
ing out large sums in these notes, but was also redeeming those 
paid in to it and then reissuing them. During the next fiscal 
year the issues were 291.3 millions as compared with the 
redemptions of 2.1 millions; during 1864, 86.4, as compared with 
42.6, and during 1865, 4.2, as compared with 4.3. This left 431 
millions outstanding at the close of the war.* The greenbacks 
served as a medium of exchange, not only in large, but also in 
small transactions, for while the first act provided that $5 should 
be the lowest denomination, the second and third permitted any 
denomination not less than a dollar. The amount of the several 
denominations in use is indicated by the following table. 

But the greenbacks were by no means the only form of gov- 
ernment obligations employed as currency. Three other sorts 
of treasury notes were made a legal tender to the same extent 

232. 

? BAYLEY, National Loans of the United States, p. 157. These statements differ 


slightly from those given year by year in the contemporaneous reports of the secretary 
of the treasury. 
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TABLE I. 


United States notes of each denomination outstanding at the close of each fiscal year 
from 1862 to 1866." 


(In millions of dollars.) 


1862. | 1863. 1864. 1865. 1866, 

} 
16.0 16.8 17.8 17.2 
15.4 90.0 108.7 109.5 109.0 
Twenty Gollars. 15.0 74.9 86.6 86.1 85.1 
13.0 | 23.0 29.9 29.7 29.3 
One hundred dollars ......... 13.0 | 30.8 34.2 33.8 43.3 
Five hundred dollars......... 13.0 26.5 25-4 24.8 35.4 
One thousand dollars......... 10.0 29.5 37.1 35.8 57-1 
96.6 387.6 451.9 453.1 480.7 

Denomination unknown, in re- 

96.6 387.6 447-3 431.1 400.8 


as United States notes, but differed from the latter in that they 
bore interest. The third legal tender act, approved March 3, 
1863, authorized the issue of $400,000,000 treasury notes, bear- 
ing not more than 6 per cent. interest, redeemable in not more 
than three years, and a legal tender for their face value, exclud- 
ing interest. Under this act Mr. Chase issued 166.5 millions of 
two-year 5 per cent. notes between July 1, 1863, and June 30, 
1864, and 44.5 millions of one year 5 per cent. notes between 
January 1 and June 30, 1864.3 

How far these notes were employed as currency is altogether 
uncertain. It was apparently the expectation of the treasury 
that banks and capitalists into whose hands they came would 
retain the notes to secure the interest. This would probably 
have happened very generally had the interest been paid only at 
maturity. But when, in the autumn of 1863, Mr. Chase bor- 
rowed money for paying the troops from the banks, to be repaid 
in 5 per cent. notes, the banks stipulated that the notes given 


* Report of the Secretary of the Treasury, December, 1896, p. 62. 


?§ 2. 12 Statutes at Large, 710. 3 BAYLEY, of. cit., p. 161. 


— 
| | 
= 
Mica 


568 JOURNAL OF POLITICAL ECONOMY 


them should bear half-yearly interest coupons.t One hundred 
and fifty of the 166.5 millions of two-year notes issued were of 
this form.?, They were found in practice to be a most unsatis- 
factory form of currency. After Secretary Chase had ruled that 
the interest coupons must be detached in the presence of an offi- 
cer of the treasury or of a national bank, the notes were usually 
paid out with no regard to the interest until the date on which 
the next coupon was payable approached, then hoarded for a 
time, and as soon as the interest had been collected once more 
thrown into circulation. This tended, of course, to cause peri- 
odical expansions and contractions of the currency embarrassing 
alike to the business public and to the treasury. Their circu- 
lation was also rendered irregular by fluctuations in the current 
rates of interest on short-time loans in the New York market. 
When money was at 5 per cent. or less men found it advantageous 
to retain the government notes in their own hands; but when 
the rates rose to 7 or 8 few would choose to keep their funds in 
a short-time 5 per cent. security.5 

Appreciating these evils, Mr. Chase and Mr. Fessenden, who 
succeeded him as secretary of the treasury on the 5th of July, 
1864, determined to withdraw the coupon notes as rapidly as 
possible. Before December Secretary Fessenden reported that 
about go of the 150 millions issued had been retired. Their 
place was occupied by another form of interest-bearing legal 
tender treasury notes issued under the authority of the acts of 
March 3, 1863, and June 30, 1864.7 The new notes ran three 
years and bore interest at 6 per cent., compounded half yearly, 
but payable only at maturity. Some 17 millions were issued 

* Hunt's Merchants’ Magazine, Vol. L, p. 455. 

* Report of the Treasurer, November, 1864, p. 75. 

3 Hunt's Merchants’ Magazine, Vol. L, p. 455. 


4 Report of the Secretary of the Treasury, 1864, p. 18; Hunt's Merchants’ Maga- 
zine, Vol. L, pp. 215, 216, and Vol. LI, p. 447. 


5 Hunt's Merchants’ Magazine, Vol. L, pp. 215 and 455. 


® Report, p. 18. Cf. Chase’s letter of April 17, 1865, to Colonel J. D. Van Buren, 
in Schuckers’ Life, p. 413. 


712 Statutes at Large, 710, and 13 Statutes, 218. Cf BAYLEY, p. 84. 
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before the close of the fiscal year 1864 and 180 millions during 
the next year.* These issues were called compound interest 
notes. They were commonly regarded as the least injurious 
form of treasury notes devised during the war because of the 
inducement which the compound interest gave for keeping them 
as an investment.? Of course this inducement became stronger 
the longer the note had been issued. Thus a $10 note—the 
smallest denomination—was worth $10.60 at the end of the 
first year, $11.25 at the end of the second, and $11.94 at the 
end of the third. Anyone who paid the note away at the end of 
the first year would therefore lose 60 cents, at the end of the 
second $1.25, and at the end of the third $1.94. 

Nevertheless the compound interest notes served to increase 
the currency inflation to an uncertain extent, both directly and 
indirectly. The comptroller of the currency thought that in 
October, 1865, perhaps 10 millions of these notes were in actual 
circulation as money,? and in December the secretary of the 
treasury thought it was ‘safe to estimate” that 30 millions of 
the one and two-year notes of 1863 and the compound interest 
notes together were so used. Perhaps the indirect use was really 
more important. This was found in pracuice of banks of holding 
compound interest notes as reserves in place of greenbacks that 
bore no interest. The comptroller of the currency stated that 
the amount held by national banks October 2, 1865, was 744% 
millions.’ Similar use was made of the one and two-year 5 per 
cent. notes left outstanding. In so far as interest bearing legal 
tender notes were kept in this fashion they set free greenbacks 
for circulation among individuals. 

* BAYLEY, p. 163. The form of these notes is given by Knox, p. 111. 

2 Report of the Secretary of the Treasury, 1864, p. 18. 


3 House of Representatives Executive Document No. 4, p. 5, Thirty-ninth Congress, 
first session. 


4 Report, p. 9. 


5See reference in note 2. They were not, however, a legal tender in payment of 
bank notes. 13 Statutes at Large, 219. 


° Bankers’ Magazine, Vol. XVIII, p. 827; Hunt's Merchants’ Magazine, Vol. 
XLIX, p. 384. 
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The list of government obligations employed as currency is 
not yet complete. Two other forms, although not a legal ten- 
der, were used as a circulating medium. The issue of certificates 
of indebtedness, bearing interest at 6 per cent. and payable in 
one year, had been authorized without limitation of amount by 
the Act of March 1, 1862." This method of postponing claims 
which they had not the funds to meet at once was availed of on 
a large scale by the secretaries of the treasury during the entire 
war. Fifty millions of such certificates were issued in the fiscal 
year 1862, 157 millions in 1863, 169 millions in 1864, and 131 
millions in 1865.2 Most of these notes were paid out to con- 
tractors and by them used either as collateral for procuring bank 
loans or directly as currency. Much of the time they were sold 
at asmall discount, but despite this they passed freely from hand 
to hand as current funds.3 

Similar use was made of the ‘‘seven-thirties.’’ This was the 
name given to the three-year treasury notes bearing 7.3 per cent. 
interest issued under the acts of July 17, 1861; June 30, 1864, 
and March 3, 1865.4 Interest on notes issued under the first of 
these laws was paid in gold, but the second and third issues were 
payable, principal and interest, in lawful money. In the sum- 
mer and autumn of 1864 Secretary Fessenden offered 7 : 30 notes 
of the second issue in small denominations to army officers and 
soldiers in payment of their wages. Over 20 millions were thus 
paid out in place of greenbacks.5 In December, 1865, Secretary 
McCulloch reported that many of these small denominations 
were in circulation as money.® 

‘12 Statutes at Large, 352. ? BAYLEY, p. 159. 

3Compare Hunt's Merchants’ Magazine, Vol. LII, p. 382. 

412 Statutes at Large, 259; 13 Statutes, 218 and 468. 

5 Report of the Secretary of the Treasury, 1864, p. 21. 


® Report, 1865, p.9. Under the act of June 30, 1864, it was provided that such 
of the notes as should be made payable principal and interest at maturity should be a 
legal tender (13 Statutes at Large, 218). As, however, the secretary preferred to 
attach interest coupons of which only the last was payable with the note at maturity, 
they did not possess this property. ‘ Chi W. F. De Knight, History of the Currency of 
the Country and of the Loans of the United States (Treasury Department Document 
No. 1943), 1897, p. 96 and form of the 7: 30’s as given on the following pages. 
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VII. 
RECAPITULATION. 

Perhaps the clearest view of the confused state of the mone- 
tary circulation of the United States during the Civil War can 
be obtained from a summary statement of the various coins, 

TABLE II. 


Currency of the United States at the close of each fiscal year from 1860 to 1866. 


(In millions of dollars.) 


1860 1861 1862 1863 1864 1865 1866 


I. Specie 
184.6] 245.3] 22.0] 22.0] 22.0] 22.0} 22.0 
3. Subsidiary silver....... 39.6] 42.2 3.0 3.0 3.0 3.0 3.0 
1.0 1.2 1.6 2.2 3.3 3.9 
Il. Postage and fractional 
currency 
40.2] 35.2 9.9 7.0 
Ill. Non-interest bearing, legal 
tender, treasury notes : 
-| $3.8 3-4 8 “5 
96.6 | 387.6] 447.3] 431.1} 400.8 


IV. Bank notes 

1. Notes of state banks...| 207.1 | 202.0 | 183.8 | 238.7] 179.2| 142.9] 20.0 

V. lnterest bearing, legal ten- 
der treasury notes +? 

I. One year, 5 per cent, 

42 


w 
w 
wn 


2. Two-year, 5 per cent, 
treasury notes of 1863..| .....].... 109.0 

3. Compound interest notes} ..... | .... ol 15.0) 193. 

VI. Government obligations not 
a legal tender 

1. Certificates of indebted- | 


wn 


3. 7:30 treasury notes of 806.3 

VII. Coin, bullion, and paper 
money in the Treasurys, 6.7| 3.6] 23.8) 79.5| 35-9] 55-4] 80.8 


*See explanations in text below. 


?Compiled from the annual Reports of the Secretary of the Treasury. 
3See Table I. 4 Statistical Abstract of the United States, 1878, p. 14. 


SInformation Respecting U. S. Bonds, Paper Currency, Coin, etc. (Revised Ed. 
Treasury Department Circular No. 123, July 1, 1896), p. 52. 


x 
‘ 
| | 49-9/156.8| 160.7] 115.8] 26.4 
2. 7:30 treasury notes of 
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government obligations used as currency, and bank notes out- 
standing at the close of the several fiscal years, so far as this is 
ascertainable. Such a statement is presented on the preceding 
page with a few explanatory notes. 

This table is intended rather as an indication of the various 
kinds of currency in use than as a quantitative statement of the 
circulating medium. Few of the items can be regarded as 
showing with any degree of definiteness amounts in use as 
money. The specie circulation, for example, is computed on 
the basis of the statistics of coinage and the director of the 
mint’s estimate that in 1861 there were from 275 to 300 millions 
of specie in the country and that in 1862 there were 45 millions of 
silver coinage.* A different result would have been reached had 
Mr. Chase’s guess at the amount of coin been taken in-place of 
the director’s.2, Of course the coins put down as circulating 
after 1862 were used only on the Pacific coast. The common 
guess is that about 25 millions were employed there, and this 
sum has been divided between gold and subsidiary silver again 
by guesswork.3 The figures for the minor coins show the 
amounts struck under the acts of 1857 and the laws of 1864, 
1865 and 1866, as given in the current reports of the director of 
mint. But, as has been shown, it is probable that a considerable 
part of these coins were withdrawn from circulation at least 
during the summer, autumn and winter of 1864. On the other 
hand some of the old copper cents made before 1857 remained 
still in circulation in 1862 and large amounts of cent tokens 
were privately issued in 1863. 

The figures for the postage and fractional currency are 
drawn from the public debt statements of the annual reports of 
the secretary of the treasury. They are subject tc a consider- 
able but indefinite error, particularly in the later years, on 

' Report of 1861, p. 62; Report, 1862, p. 49. 

?Chase made the coin of the loyal states November 1, 1861, not less than 


$210,000,000. (Report, 1862, p. 13.) The Director of the Mint made this same sum 
somewhere between 255 and 280 millions. See note I. 


3Cf. [Information Respecting United States Bonds, Paper Currency, Coin, etc. 
(Revised Ed. Treasury Department Circular No. 123, July 1, 1896), p. 52, note I. 
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account of the large number of these little notes lost and 
destroyed. It must also be remembered that the place in the 
currency which they were intended to fill was largely occupied 
from July, 1862, to perhaps February or March, 1863, by shin- 
plasters and postage stamps. 

The next four items in the table are less uncertain. It is well 
ascertained that the old demand notes were not commonly used 
as currency after May, 1862. From that time on they were 
seldom paid out except as a substitute for gold at the customs 
houses. The circulation of greenbacks during the war, however, 
is subject to small doubts although different official documents 
do not give precisely identical figures, and the same is true of 
the notes of state and national banks. 

In the next two divisions —interest-bearing government obli- 
gations which were and which were not a legal tender—the 
amount outstanding is stated with accuracy by the register of 
the treasury, but no reliable estimate can be made of the 
amount of these securities that was in actual use as currency at 
the different dates. 


Statements of the amount of the monetary circulation of the 
United States during the Civil War have been published from 
time to time in official documents and frequently accepted 
uncritically as the basis of argument in currency discussions.’ 
The preceding review of the situation, indefinite and tedious as 
it is, has at least the negative merit of showing that such state- 
ments are subject to a much wider margin of error than is com- 
monly the case—and few would be found to claim a high degree 
of accuracy for statements of this sort under the most favorable 
circumstances. To cast up the totals of the above table would 
be not only useless, but positively misleading, because several 
of the items are mere guesses and in the case of others where 
the amounts are reasonably certain not all of the sums set down 
were in use at any time as currency. Nor could any estimate 


*See for example the Statistical Abstract for 1878, p. 14, and the circular of the 
Treasury Department referred to above. 
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be made on the basis of the totals that would command confi- 
dence. But while the amount of currency in circulation is not 
and cannot be known, it is evident from the discussion that not 
least among the unhappy consequences of the legal tender acts 
was to throw the circulating medium into disorder and cause 
much inconvenience to the business public. The more serious 
effects of unsettling the standard of value remain to be dis- 
cussed elsewhere. 


WESLEY C. MITCHELL. 


UNIVERSITY OF CHICAGO. 


‘ 

j 
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THE PRODUCTION AND CONSUMPTION OF THE 
PRECIOUS METALS. 


THE vast accumulation of economic statistics has had little 
effect upon economic theory. Prices, wages, interest, rent, have 
each been the subject of searching statistical inquiries; still 
the theoretical treatment of these topics goes on along abstract 
lines, as in the days of Adam Smith. All deductive reasoning 
must proceed from a few axiomatic propositions of an empirical 
character; so political economy virtually assumes the sufficiency 
of a few crude observations, while systematic collections of 
economic acts are available for scientific interpretation. 

Referring, in particular, to the subject of money, we have 
heard, on the one hand, that gold and silver are commodities, 
and that their value is determined as that of any other com- 
modity; on the other hand, it is argued by the advocates of the 
quantitative theory that the volume of money in circulation 
determines its value. The depreciation of silver is attributed by 
some to improved methods of mining, by others, to demonetiza- 
tion. Deductive arguments have been exhausted on both sides 
without advancing the question to a theoretical agreement. 
Practically this question has ceased to be an “issue,” and is 
therefore open to a dispassionate examination. 

It is not the object of this paper to prove or disprove a 
theory, or to offer a new solution, but merely to sift and weigh 
the evidence which was gathered while the controversy was in 
progress, with a view to ascertaining what we know and what is 
mere speculation. 

The primary source of all exact knowledge on the subject of 
the precious metals and coinage is the Reports of the Director of 
the United States Mint. In the beginning of the past century 
the annual reports of the director of the mint did not exceed a 
few pages in the Report of the Secretary of the Treasury. A brief 
reference to the sources of production of the precious metals 
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occurs first in the report for the year 1824, but the information 
is inexact and incomplete, and is, moreover, confined to gold 
and silver deposited at the mint for coinage. Tabular state- 
ments first appear in the annual report for 1832; the report for 
1836 contains, for the first time, in an appendix, a summary of 
the operations of the United States mint since its foundation in 
1793. Inthe report for 1853 we find the first attempt to bring 
in a general discussion of the money question. No reference is 
made to the monetary systems of foreign nations until the year 
1857. In 1866 Congress appropriated $10,000 for the collection 
of statistical data relating to the production of gold and silver 
in the United States, but the work was not organized until the 
passage of the coinage act of 1873. By that act a bureau of 
the mint was created at Washington, whose duty it is, among 
other things, to collect statistics of the world’s production of 
gold and silver. 

Some data were published in the annual report for 1874, 
but they were merely in the nature of estimates, in which the 
director himself, Dr. Linderman, placed little reliance. Since 
that time the work has gradually developed. Since 1880 a 
special Report upon the Production of the Precious Metals has been 
published annually, apart from the Annual Report of the Director 
of the Mint. Since 1893 the Austrian ministry of finance -has, 
from time to time, published Zadellen sur Wéhrungs-Statistth ; 
beginning with the year 1896, the French Administration des 
Monnaies et Médailles has published annual reports upon the 
same plan as the United States Bureau of the Mint. Still, except 
the information relating to domestic production and coinage, 
all other data contained in the Austrian publication and, until 
recently, in the French report as well, are mere reproductions of 
the figures published by the United States Bureau of the Mint. 

All original information relating to domestic production and 
consumption is obtained partly from official registration of 
imports and exports and the operations of the United States mints 
and assay offices, partly by circular letters sent to various persons 
and institutions in the United States. Information relating to 
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foreign countries is taken from official publications, or procured 
by correspondence with foreign governments, through the 
regular diplomatic channels. What an amount of work the 
undertaking entails upon the bureau may be judged from the 
fact that, in 1899, 44,690 circulars were sent out from the bureau 
merely to ascertain the consumption of gold and silver in the 
industrial arts in the United States; 31,588 replies were received. 
Like nearly all government statistical publications, the reports 
of the director of the mint confine themselves to the presenta- 
tion of raw material, refraining from all comment upon the 
figures collected. The further tables have, with few excep- 
tions, been prepared for these papers from the material contained 
in the reports of the director of the mint. Generally the 
figures are reproduced for a series of years in every annual 
report; in many cases, however, it has been necessary to go back 
to the original reports in order to extract the information sought 
for each year. This explanation is made in order to dispense 
with countless references to the pages of the official reports. 


GOLD. 
I. 


There is no system of government registration of the mining 
production in the United States, such as is adopted in other 
countries. The annual output, as reported by the Bureau of 
the Mint, embraces only the refined product gained from domes- 
tic ores; gold ore, the product of the mines, is treated as raw 
material for gold refining. 

Most of the refined product of domestic origin, as well as of 
the foreign product brought to this country, finds its way to 
the United States mints and assay offices. Any person may 
deposit gold bullion at a mint or assay office and receive in 
exchange gold coin or mint bars; a small charge is made for 
refining and alloying; there are no charges on refined gold of 
standard fineness. 

The estimate of the annual production of the United States is 
obtained from two calculations, one based on production, the 
other on consumption. 


4 


578 JOURNAL OF POLITICAL ECONOMY 


The first calculation goes back from the refined product to 
the raw material, which is classed as follows : (1) unrefined gold 
bullion, deposited at the mints and assay offices, (2) the esti- 
mated fine contents of gold ores exported for reduction abroad, 
(3) gold refined at private refineries. The figures of the first 
subdivision are absolutely authentic in so far as they register the 
quantity of metal weighed, assayed, and entered in the books; 
yet the classification by origin of the metal is based upon infor- 
mation furnished by the depositors, and is therefore subject to 
error. The figures of the second subdivision are likewise 
obtained by registration at a government institution, viz., the 
custom house ; still the fine contents of the ores so registered 
are a matter of conjecture, which can be verified only after 
refining, 2. é., abroad; no information is available as to the 
further disposition of the exported ores. The figures of the last 
subdivision are obtained in reply to circulars sent out by the 
bureau; this method leaves the most room for error. 

The second calculation, based on consumption, embraces 
(1) all gold bullion, refined as well as unrefined, deposited at 
the mints and assay offices; (2) the estimated fine contents of 
gold ores exported abroad; (3) private refinery bars exported 
abroad; (4) private refinery bars sold for consumption in the 
industrial arts. The figures of the second subdivision are identi- 
cal with those embraced in the first calculation. The figures of 
the first and the third subdivision are absolutely authentic as to 
quantity, being obtained by registration at a government institu- 
tion; the classification as to origin is subject to error, however, 
as explained above. The figures of the last subdivision are still 
more susceptible to error. 

Still, when the results of both calculations are compared, we 
find the discrepancy between them surprisingly small, as appears 
from the following table : 


— 


Year. Ounces Fine, ——— 
1899 - - - - - 4,806 0.14 


1g00 - - - §,865 0.15 
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In order to determine the maximum limit of error in the esti- 
mates of the Bureau, we should add the small quantity of gold 
ore exported for reduction, since it enters into both calcula- 
tions. The maximum limit of error would then appear as fol- 


lows: 
Yy Maximum Error. Percentage 
awe Ounces Fine. of Total. 
1899 - - - - - 5,861 0.17 
1900 - - 9,248 0.24 


Thus the error in the estimate of the bureau is but a fraction 
of 1 per cent. of the total, and does not go beyond the last four 
decimal places of the total expressed in fine ounces, or the last 
three decimal places, if it is expressed in kilograms. The result 
is certainly very satisfactory. 

The bureau of the mint takes the average between the two 
totals as the nearest approximation, and retains all decimals to 
the last place, as customary in nearly all United States and 
British official publications. It is obvious, however, that the last 
figures are purely imaginary, and therefore misleading, inasmuch 
as they suggest an exaggerated notion of the exactness of the 
result. A great deal of effort is wasted in the presentation of 
these more than useless decimals. 

Retaining only those figures which appear in the total of each 
calculation and substituting ciphers in place of all others, we 
obtain the following estimates of the gold production of the 
United States for 1899 and Igoo: 


Year. Ounces Fine. Kilograms, Value. 
1899 - 3,430,000 107,000 $71,000,000 
ig00 - 3,830,000 119,000 79,000,000 


The figures of the gold production of foreign countries do 
not claim the same exactness as the estimate for the United 
States. In most countries no special statistics are collected on 
the subject; in such cases the total production is obtained by 
adding together the quantity of gold coined annually and that 
exported abroad, with an allowance, where possible, for local 
consumption in the industrial arts. The export figures are far 
from reliable; in some countries the exports of the precious 
metals are given in one item, and can therefore not be utilized 
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at all. The world’s production for 1899 and 1900, according to 
estimates, was as follows: 


Year. Kilograms. Value. 
1899 - - 461,000 $306,000,000 
1900 - - - 385,000 256,000,000 


The total for 1899 is thought to be not more than 3 per cent. 
short of the actual production. The year 1900 was an abnormal 
year ; owing to the Boer war, the output of South Africa fell 
from 110,000 to 13,000 kilograms. Now, the war being over, 
the Transvaal will soon regain its place among the chief gold 
producers of the world. Therefore, in studying the state of gold 
production at the close of the nineteenth century, the year 1900 
should be eliminated as a disturbing factor. 

All gold-producing countries can be divided into three groups, 
the first embracing South Africa, Australia, and the United States ; 
the second Russia, British America, British India, Mexico, and 
China; and the third including all other nations. The annual 
production for 1897-99 was distributed among these three 
groups as follows: 


Group. 1897 1898 1899 
Per Cent, Per Cent, Per Cent. 

Il - . 21.4 22 22 

Total 100 ‘100 100 


We see that the relative position of these three groups within 
the last three years remained constant. At the same time the 
production of the several countries, as well as the total, showed 
considerable changes, as will appear from the following table: 


Country. 1897. 1898. 1899. I 
(In thousands of kilograms.) 
Africa - - 88 121 IIo 13 
Australia - - 97 98 119 III 
United States - 86 97 107 119 
Russia - - 35 38 33 30 
British America - 9 21 32 2 
British India - 12 12 13 14 
Mexico - ~ 13 13 13 
China - - 9 8 8 8 
All others - - 26 28 26 35 


Total - . 355 431 461 385 


é 
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We see from this table that within the triennial period 1897- 
99 Australia and the United States showed steady growth; 
the progress of Africa was still more marked, the decline in 1899 
from the total for the preceding year being the result of hostili- 
ties in South Africa, which closed up the mines for the last 
quarter of the year; the total for 1899 was virtually the out- 
put of only three-quarters of the year. It must be noted in this 
connection that the Transvaal furnished, even in 1899, 98 per 
cent. of the entire African product. Of the minor gold-produc- 
ing countries, British America suddenly sprang into prominence, 
having outrun China, Mexico, and British India and equaled 
Russia ; all other countries remained stationary. The same con- 
ditions continued in 1900, except in so far as they were affected 
by the war. The rapid growth of the gold production is mani- 
fested by the fact that, with the chief producer out of the field, 
the product of 1900 was still ahead of that of 1897. Owing to 
a decline in Australia, the United States took the front rank 
among gold-producing countries, being, however, still short of 
the Transvaal standard of 1898; British America outran Russia, 
thus gaining the first place among the minor gold-producing 
countries. 

The distribution of the production by political divisions gives 


the following interesting results : 
1897. 1898. 1899. 


Nations. Per Cent, Per Cent, Per Cent, 
British empire with Transvaal 54 59 60 
United States - . - 24 23 23 
All others - - - 22 18 17 
Total - - - 100 100 100 


This table shows that the British empire supplies over one- 
half, and the United States nearly one-quarter, of the world’s 
gold production. In other words, the London and the New 
York exchange control five-sixths of the annual gold output of 
the world. 

A comparison with former years shows that the production of 
1899 was more than double that of 1892, in which year the output 
for the first time exceeded the annual average of the California 
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gold-craze period. The further difference should also be noted 
that these results are today obtained from working low-grade 
ores, which has become profitable owing to improvements in 
technical processes. 

II. 


The consumption of gold for the needs of circulation in the 
United States, within the last four years, outran the domestic 
production, as shown in the following table: 


Year. Production. Coinage. 

1897 - - $57,000,000 $76,028,485 
1898 - - 64,000,000 77,985,757 
1899 - - 71,000,000 111,344,220 
1g00 - - 79,000,000 99,272,943 


This is not a casual phenomenon; beginning with 1873, in 
fifteen out of twenty-eight years the coinage exceeded the 
domestic production. In 1881 the shortage was greater than in 
1899, and in 1894 as great, viz.: 


(1 = $1,000,000.) 


Year, Production. Coinage. Shortage. 
1831 - - - 35 97 62 
1894 - - - 40 80 40 
1899 - - - » ITI 40 


Total for 1873-1900 1,155 1,408 253 
In other words, the domestic production ot the United States 
supplied about five-sixths (82 per cent.) of her demand for 
gold coinage. The deficiency was supplied from other sources. 
The condition in Great Britain, with her colonial empire, within 
the last four years is presented in the following table: 


(1 = $1,000,000.) 


Year. Production, Coinage. Surplus. 
1897. - & 46 23 
1898 - 89 68 21 
1899 - - - go 22 
1900 - - - 115 113 2 


It appears from the foregoing figures that the gold produc- 
tion of the British empire is in excess of the demands of its circu- 
lation; within the three years preceding the war the surplus 
remained constant while production was rapidly growing, which 
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would show that the entire increase was absorbed by the circu- 
lation of the empire; in 1900, under the strain of the war, the 
surplus was nearly wiped out, still the supply from the British 
colonies was sufficient to meet the increased demands of circu- 
lation. With the production of the Transvaal added, the British 
empire will be assured a large surplus of gold, far beyond the 
needs of its own circulation. 

With the exception of Mexico and China, which are silver- 
standard nations, the gold production of all other countries is 
too small to satisfy the demands for gold currency. 

The relation between the world’s production and coinage 
since 1873 is shown in the following table: 


Calendar years. | Coinage. Production. 
| $257,630,802 $ 96,000,000 
213,119,278 104,000,000 
188,386,611 119,000,000 
149,725,081 106,000,000 
99,697,170 102,000,000 
104,845,114 | 95,000,000 
99,432,795 | 102,000,000 
95,757,582 | 108,000,000 
124,992,465 | 106,000,000 
134,828,855 | 110,000,000 
168,901,519 | 123,000,000 
172,473,124 147,000,000 
231,087,438 199,000,000 
195,899,517 202,000,000 
437,722,992 236,000,000 
395,477.905 287,000,000 

5,131,001,935 3,758,000,000 


It appears from this table that within the twenty-seven years 
since 1873 there were only seven years when the world’s annual 
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production of gold exceeded the annual coinage of the world; 
the total coinage for the period exceeded the ascertained pro- 
duction by $1,373,000,000, or, in an average, by $51,000,000 per 
year, 2. e., by 37 per cent. In other words, the entire output of 
the gold mines was barely sufficient to supply three-quarters 
(73 per cent.) of the total demand for gold coinage. 

This would seem, at first glance, to justify the clamor against 
the gold standard. In truth, however, this is but an apparent 
shortage, inasmuch as in reality the material for coinage is 
largely supplied by foreign coins, or worn and uncurrent domes- 
tic coins. 

Ill. 

Considering, in particular, the quantity of foreign coin 
remelted at the mints, comparable data are available only for 
the United States, Austria-Hungary, and Germany, and these do 
not extend farther back than 1892. In the table below they are 
collated with the coinage figures : 


(1 = $1,000,000. ) 


Unitep STATEs, AustRia-HunGary. GERMANY. 
baa Total From Total From Total From 
Coinage. Coinage. Foreign Coinage. 
34.8 6.5 14.0 3.0 8.9 0.9 
57.0 12.6 55-9 40.7 26.3 0.4 
79.5 1.8 40.4 12.5 37.4 7.2 
59.6 18.2 15.6 25.6 12.8 
47-0 15.4 33-9 15.2 25.1 9.0 
76.0 14.7 33.6 16.3 30.1 15.3 
78.0 57.1 14.4 6.5 42.7 21.9 
111.3 19.1 5.0 1.0 33.6 9.1 
543.2 128.4 215.4 110.8 229.7 76.7 


We see that the total amounts of coinage, as well as the 
quantities of foreign coin melted at the mints, are subject to 
violent fluctuations from year to year, and differ widely for 
every country. This is quite plain, since the volume of coinage 
s determined, not alone by the development of circulation, 
where a certain degree of regularity may be surmised, but also 
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by legislative enactment, which is not subject to periodicity. 
Thus, é. g., the large quantities of coinage executed in Austria- 
Hungary in 1893 and 1894 were directly due to the introduc- 
tion of the new currency system. This likewise accounts for 
the unusually large quantity of foreign coin remelted in 1893; it 
was the coins of the independent German states which had been 
current in Austria-Hungary by virtue of previous conventions, 
until the passage of the currency act of 1892. 

Taking the eight-year period, 1892-99, as a whole, the per- 
centage rate of the quantity of foreign coin remelted to the total 
coinage executed in each country was as follows: 


In the United States - - - - - - 24 per cent. 
In Austria-Hungary -"— - - - - - 51 per cent. 
In Germany - - - - - - - 33 per cent. 


In round numbers, foreign coin supplied in the United States 
about one-quarter of the material for domestic coinage, in 
Austria-Hungary about one-half, and in Germany about one- 
third. 

For all other nations, the total quantity of foreign coin 
melted within the same period, according to reports received at 
the United States bureau of the mint, aggregated $18,400,000. 
The information is incomplete and plainly unreliable. Analo- 
gies with those three nations for which reliable data have been 
available are precluded by the dissimilarity of the results ascer- 
tained in each case. 

With relation to the United States, information on the sub- 
ject in question goes back as far as 1873. A comparative state- 
ment of the total coinage and the quantity of foreign coin 
melted is presented in the following table. 

It appears from this comparative statement that the quantity 
of foreign coin remelted, as well as its ratio to the total 
coinage, is subject to violent fluctuations from year to year; in 
1873 the ratio was 1.5 per cent., in 1880, 72 per cent., in 1881, 
70 per cent., in 1888, 50 per cent., in 1898, 73 per cent., etc. 
The result is quite different if the comparison is made by cycles 
of sufficient length to include years with maximum, minimum, 
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Fiscal Years. Total Gold Coinage. Foreign Coin Melted, 
re $ 35,249,337 $ 518,542.14 
50,442,690 9,313,882.47 
33,553,965 1,111,792.26 
52,798,980 1,316,461 .09 
40,986,912 1,498,819.71 
56,157,735 40,426,559.63 
35,936,928 6,906,083. 80 
27,932,824 9,095,461 .45 
24,861,123 7,:893,217.77 
34,077,380 5,67 3,5605.04 
22,393,279 9,896,512.28 
28,364,171 14,596,885 .03 
25,543,910 4:447:475-99 
35.506,987 14,040,187.70 
99,474,913 12,386,406 .81 
oe 43,933,475 2,278,614.07 
71,646,705 13,188,013 .86 
64,634,865 47,210,077 .84 
99,065,715 27,906,489 .13 
-| $1,484,191,238 $384,372,020.25 


and average ratios. Inthe following table the 29-year period 
under consideration is subdivided into three periods, ending 
respectively in 1881, 1891, and Igol: 


FOREIGN Con MELTED. 
PeErRiops 
Amount. Total Coinage. 
719,293,580 178,150,142 25 


This table demonstrates that if the figures are summed up for 
longer periods, the fluctuations of the totals do not affect the 
ratio of foreign coin remelted to the entire amount coined ; the 
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ratio remains practically constant, the deviations from period to 
period being only I per cent. above or below the average for 
the entire time considered. 

Thus one-quarter of the material consumed in coinage was 
supplied by foreign coin, whereas the average production of the 
United States within the same time was only one-sixth short of 
the amount coined; in other words, the quantity of foreign coin 
deposited at the United States mints more than made up for the 
apparent insufficiency of domestic production for the needs of 
circulation. 

The average consumption of foreign coin by the mints of 
Austria-Hungary and Germany, as stated, was higher than in the 
United States. If the lowest ratio (26 per cent.) is assumed as 
the average for the world’s consumption, the deficiency in the 
world’s production (27 per cent.) is nearly covered ; still, with 
the present state of statistics, this is a mere guess. 


IV. 


Next to foreign coin, worn and uncurrent domestic coin is 
also used as material for newcoinage. In the United States this 
item is of far less importance than the former. Until 1873 worn 
gold pieces circulated without limitation, as though of standard 
weight. By the Act of February 12, 1873, the limit of toler- 
ance on gold coins was set at ¥% per cent. of the standard 
weight; if the wear exceeds the limit of tolerance, the gold 
piece is no longer lega! tender and must be recoined. In con- 
sequence of this act, in 1873, $27,116,948 of worn coin, found 
upon examination in the treasury vaults, were recoined, and in 
the next year $6,275,367 were retired trom circulation and 
recoined. Since then the annual recoinages have been insig- 
nificant; the minimum, in 187y, was as low as $198,083; the 
maximum, in 1894, reached $2,093,615. Further particulars 
are given in the following table : 


-——Amount of Recoinage——, 


Fiscal Years, Total. Per Cent, Annual Average. 
1873-1874 $33,392,315.56 62 $16,696,158 
20,686,95 4,73 38 766,183 


In all 54,079,269.29 
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The ratio of domestic recoinages for the period 1873-1901 
to the total coinage for the same period (stated above) was 3.6 
per cent. The ratio was affected by the abnormal figures for 
the years 1873 and 1874; to eliminate this accidental cause, 
comparison is made below for the period 1875-1901 : 


Total coinage - - $1,398,499,211 
Recoinage - - - 20,686,955 
Ratio - - - - 1.5 per cent. 


It is evident that worn domestic coin furnishes but little 
material for the mints. Indeed, the coefficient of wear of gold 
coin is infinitesimal. 

The recoinages of 1873 and 1874 represent the total quantity 
of gold coin worn beyond the limit of tolerance since the estab- 
lishment of the United States mint in 1793. Within the eighty- 
year period, 1793-1872, there was coined $795,091,690 in gold. 
Thus the total quantity of worn coin did not exceed 4.2 per 
cent. of the amount coined within the same time. Still, there 
must have been in 1873 some coins in circulation which were 
partly worn at the time and reached the limit of tolerance later. 
Some additional allowance must be made for the wear on these 
coins; if it is assumed that all recoinages of the years 1875- 
1901 were only of such coins, and the entire wear is charged to 
the period 1793-1872, the amount of wear will not be underesti- 
mated. This will place the maximum ratio of worn coin for that 
period at 6.8 per cent. 

Multiplying the amount of annual coinage by the age of the 
coin in 1873, the average age of all coins could be ascertained ; 
to avoid long computations, we assume the annual coinage equal 
to the average for the eighty-year period, and find the average 
age, by means of an arithmetical progression, to be equal to 
(r+ Be) = 40.5 years. The annual ratio of worn coin will then 
be equal to a = 0.17 per cent. of the amount annually coined. 


It means that at this rate all coins will have been worn beyond 
the limit of tolerance within 588 years from the date of coinage. 
The loss of weight on each piece will usually not be much 
above the legal limit ; thus on the annual amount coined it will 
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constitute a fraction equal to 0.0017X0.005 =0.0000085, or 
less than 0.00001. At this rate the loss by wear during 100,000 
years would be barely equal to the full weight of a gold coin. 
On the amount coined during the fiscal year 1901, viz. $99,000,- 
000, the annual loss through wear will be less than $990. The 
cost of remelting and recoining $1,116,179 of worn gold coin 
was, probably, not less than $990. The former practice of 
allowing all gold coins to circulate without limitation was, per- 
haps, the more economical. 

The information relating to foreign countries, with the excep- 
tion of Austria-Hungary and Germany, is fragmentary or de- 
ficient. In most countries no separate accounts of domestic 
and foreign coin remelted are kept at the mints. 

The currency reform in 1897 in Russia created a special con- 
dition in that country; the change of the monetary unit involved 
the recoinage of practically the entire stock of gold of former 
coinages ; the ratio of recoinage was, therefore, unusually high, 
as appears from the following table: 


~~ ——R i 
Year. Tota! Coinage. Amount. Ratio to 
Coinage, Per Cent. 
1898 - - $135,788,949 $95,910,618 70.5 
1899 - 194,481,077 48,976,655 25.2 
1900 - - 83,221,525 38,642,449 46.4 


A comparative statement for the United States, Austria- 
Hungary, and Germany has been compiled for the period 1892- 
gg; there are no available data back of 1892. 


UniTED STATES. AustriA-HunGary. GERMANY, 
YEARS. 

Coinage. Coinage. |Recoinage| Coinage. 
34.8 0.6 | 14.0 0.4 8.9 0.08 
57.0 5.7 55.9 4.1 26.3 0.05 
79.5 40.4 2.4 37-4 0.04 
59.6 18.2 0.4 25.6 0.07 
LETC 47.0 1.9 33.9 0.4 25.1 0.12 
76.0 0.8 33.6 2.6 30.1 0.28 
78.0 14.4 1.9 42.7 5.73 
111.3 1.4 5.0 0.4 33-6 0.73 
543.2 10.1 215.4 12.3 229.7 7.01 
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It appears from this table that neither the amount of recoin- 
age, nor its ratio to the total coinage, shows any regularity in 
its changes from year to year for any one state. For the entire 
eight-year period the ratio was as follows: 


United States - - - 1.9 per cent. 
Austria-Hungary - - 5.7 per cent. 
Germany - - - - 3.1 per cent. 


The ratio for Austria-Hungary was thrice as high as that for 
the United States; this was directly traceable to the act of 1892, 
which introduced a new monetary unit, as shown by the figures 
for 1893 and 1894, when one half of the total for the period 
was recoined. 

Notwithstanding the difference in amount and ratio of recoin- 
age for each country, the general conclusion arrived at above in 
regard to the United States is fully corroborated by the figures 
for Austria-Hungary and Germany, viz., that worn and uncur- 
rent domestic coin contributes but a small portion of the mate- 
rial for new coinage. 


The preceding examination has brought out the distinction 
existing between foreign and worn domestic coin as materials 
for new coinage; the wear of domestic coin enters to but a small 
degree into the calculations of the mints, whereas the remelting 
of foreign coins constitutes an important part of their operations. 
The distinction is blurred if both are given in one item, as is done 
in most countries. 

There are data for a comparative study of recoinage, regard- 
less of the origin of the coins, for the following nations, beside 
those considered above: Great Britain with her colonies, the 
Netherlands, Russia, France, and Japan; figures are available for 
all these countries as far back as 1892, and for Great Britain 
and Germany as far back as 1873. A comparative annual state- 
ment for the period 1892-99, embracing all countries named, 
is given in the appendix. The totals, by nations and by years, 
are presented on opposite page. 
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(1 = $1,000,900. ) 


RECOINAGE. 

NATIONS. CoInaGE, 

Amount, Coinage, 

Per Cent. 
British empire..... 553-1 196.5 36 
565 544-7 272.9 50 
United States...... 543.2 138.1 25 
ere 229.7 83.7 36 
Austria-Hungary...| 215.4 122.1 57 
Sr 142.4 22.3 16 
63.1 4-3 7 
Netherlands........ 0.2 15 
2,292.9 840.1 37 

By YEAaRs. 

159.0 101.2 64 
229.8 90.9 40 
226.0 44-3 20 
216.6 50.7 23 
186.8 54.8 29 
430.5 195.9 45 
389.2 201.6 52 
455.0 100.7 22 


The total coinage of all other nations reported for the 
same period aggregated $66,000,000, of which $26,000,000 was 
reported as recoinages. Thus the preceding table embraces 97 
per cent. of either item, which makes the results general for the 
period under consideration. Old coins, as seen, have furnished 
within this eight-year period 37 per cent. of all the metal for 
coinage. The amounts, as well as the ratio, differed widely from 
year to year and from country to country. If the entire period 
is divided, however, into two quadrennial periods, the ratio 


exhibits some regularity: 
(a $1,000,000.) 
Years. Total Coinage. —-——Recoinage.——, 


Amount, Per Cent. 
1892-1895 - - 831 287 35 
1896-1899 - 1,462 553 38 
Total - - 2,293 840 37 


The totals in the preceding table include the figures for Aus- 
tria- Hungary, Russia, and Japan, where, during the period under 
consideration, monetary reforms were carried out, involving large 
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issues of new gold coin in place of former coins withdrawn from 
circulation. A recurrence of the same condition is impossible, 
for the reason that the gold standard has now been adopted by 
all the principal nations of the world. To eliminate the effects 
of this special condition, the figures relating to those three 
nations are excluded from the calculation, and the results are 
presented in the following table: 


(1 = $1,000,000.) 


Years. Total Coinage. ——Recoinage.—— 
Amount, Per Cent. 
1892-1895 - - 653 208 32 
1896-1899 - 816 233 28 
Total - - 1,469 441 30 


Here again the fluctuations of the ratio from the average for 
the eight-year period are within the ordinary limits common to 
all statistical calculations. Moreover, the average for the five 
countries does not differ much from the average for the world 
obtained above (30 per cent. and 37 per cent.). 

Earlier data upon the same subject are available for compari- 
son only with regard to the United States, Great Britain (with- 
out her colonies), and Germany; the figures are presented below: 


(r= $1,000,000, ) 


Unrrep States. Great britain, | GERMANY, 

Y 
— Coi Recoin- - | Coin- | Recoin . | Coin- | Recoin- : 
inage, age. Ratio.) age. | age. — age. age. Ratio. 
464.1 130.5| 28 | 83.3 | 41.2] 49 | 316.1] 21.7 7 
1882-1890......... 273-1 76.9| 28 | 126.0; 68.6] 54 | 182.7] 47.8| 26 
1891-1899......... 572.4 | 152.9] 27 | 295.8 | 199.0] 67 | 243.8 84.0 34 
1,309.6 | 359.3/ 28 5e5.1| 308.8] 61 | 742.6 1535 21 


The ratio of recoinages to total coinage in the United States, 
when taken by novennial periods, is remarkably constant, not- 
withstanding violent fluctuations from year to year. 

No such regularity is established by the figures for Great 
Britain and Germany. In both countries the ratio of recoinages 
is growing; in Great Britain more than one-half of the coinage 
is mere recoinage. The dissimilarity of the tendencies exhibited 
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by the figures for each country makes their general application 
to all nations open to question. Before dismissing the figures, 
let us first ascertain the place occupied by these three countries 
among the gold-standard nations. In the table below we divide 
the entire period into two unequal parts: 1892-1899, for which 
the data cover 97 per cent. of the world’s coinage and recoin- 
age, and 1873-91, where the information is confined to the 
three nations named: 


(1=$1,000,000, ) 


Nations. 1873-1891. 
Cc 
| 2,838 2,293 840 37 
The three named : | | 
1,445 1,036 418 40 
} 


It appears from the foregoing table that throughout both 
periods the three nations named held practically the same place 
among the gold-standard nations of the world, controlling as they 
did about one-half of the world’s coinage (51 and 45 per cent. 
respectively). Furthermore, the ratio of recoinages in these 
three countries, within the period 1892-99, was practically the 
same as throughout the world (40 and 37 per cent. respectively). 
Whether this similarity extended to the previous period, 1873- 
gi, is a matter of conjecture; the aggregate coinage and 
recoinage for those three countries are presented here for refer- 


ence: 
(1=$1,000,000, ) 


Years, Coinage. Recoinage. Per Cent, 
1873-1881 - 863.5 193-4 22 
1882-1890 - - 581.8 193.1 33 
1891-1899 - 1,812.3 435-9 39 

Total - 2555793 822.4 32 


The average ratio with regard to these three nations for the 
27-year period 1873-99 is approximately the same as that 
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found with regard to the five nations selected above for the 
eight-year period 1892-99 (30 per cent.); the ratio increases, 
however, from one novennial period to another. Still, it must be 
remembered that the figures for the first period were affected, 
in the United States, by the Act of 1873 withdrawing from cir- 
culation all worn coin, and in Germany by the monetary reform 
of 1873; as a result of the latter there was coined in the course 
of the same year a sum equal to $140,500,000, 7.¢., about 44 per 
cent. of the total amount coined within the first novennial period ; 
the next year all gold coins of the several federal states which 
had been united in the German empire were retired from circu- 
lation and recoined into imperial currency. To eliminate these 
factors from our calculation the following table is prepared, 
embracing the 25-year period 1875-1899: 


(1 = $1,000,000.) 


Years. Coinage. Recoinage. Per cent. 
1875-1883 - - 711.0 157.8 22 
1884-1891 : - §31.3 177.1 33 
1892-1899 - - 1,036.0 418.0 40 

Total - - + 2,278.3 752.9 33 


Comparing the two tables last preceding we observe a remark- 
able resemblance of the ratios, which indicates that the effects 
of accidental factors, which we have endeavored to eliminate, 
have been mutually neutralized in the total for a larger period. 
This would seem to justify the application of the ratios thus 
obtained to the other countries of the world; the error would 
probably not be very great. 

VI. 

The last item to be considered is old jewelry, which is also 
utilized as material for coinage. This item is of greater impor- 
tance than worn domestic coin. During the 28-year period 1873- 
1900 (fiscal years) there was deposited at the mints old jewelry 
of the value of $63,245,373, whereas the total amount of worn 
domestic coin deposited was only $52,963,089. If, further, the 
years 1873 and 1874 are excluded, for reasons stated above, the 
deposits for 1876-1900 appear to have been as follows: 


Old jewelry - - - $61,816,801.41 
Worn domestic coin - : - 19,570,773.87 
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That is to say that under normal conditions old jewelry 
supplied thrice as much material for coinage as worn domestic 
eoin. This is quite natural, since the wear and tear of jewelry 
consists in changes of shape, which is not the case with coin. 
The ratio of old jewelry to the total amount of coinage for the 
period 1873-1900 is equal to 4.6 per cent. Annual figures are sub- 
ject to violent fluctuations. In the table below they are given, 
together with averages per 1,000 population, the population 
figures being from the Statistical Abstract of the United States. 
The sale of old jewelry presumably bears some relation to the 
consumption of jewelry by the people, and that is determined 
partly by population. 


Jewe cry DeposiTED AT THE MINTS. 
Fiscat YEARS. 

681,819 15 
1,864,769 34 
2,069,077 36 
_ 2,265,219 39 
2,988,750 50 
3,526,597 58 
2,810,248 39 
2,964,683 39 
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The same by quadrennial periods : 


Jewetry MELTED AT THE MInNTs. 
Totar CoInaGE. 
YEARS, Value. Ratio, 
| To Coinage, Tor, 
1 = $1,000. | $1,000. Per Cent 
157,425 2,835 1.8 $ 65 
194,022 3,860 2.0 79 
232,017 6,836 2.9 129 
109,696 9,192 8.4 158 
107,245 14,741 13.8 230 
232,325 13,551 5.8 197 
1,385,126 63,245 4.6 


It appears from the preceding table that the consumption of 
old jewelry as material for coinage increased both in amount and 
ratio from period to period until 1889-92, and has since then 
been declining. This movement has gone apace with the rise 
and fall of the ratio to population, but has borne no relation to 
the volume of coinage. Thus in 1885-88 and 1889-92 the 
amount coined declined as compared with previous quadrennial 
periods, still the quantity of jewelry melted increased ; and con- 
versely, during the following periods, 1893-96 and 1897-1900, 
the amount of coinage increased, still the quantity of old jewelry 
melted at the mints decreased. 

To make these figures comparable with those given before, 
the following table is offered: 


Jewetry MELTED. 
Tora ConacE. 
Fiscat YEARS. Amount. Ratio, 
 | | Tex 
t = $1,000. = $1,000. Per Cent. 

430,181 8,038 1.9 $18 
rr rere 310,546 21,754 7.0 41 


The tendency noted above can be observed in this table as 
well: the absolute consumption of old jewelry increased during 
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the second period, while the volume of coinage decreased ; and 
the relative consumption expressed by the ratio to coinage 
decreases during the third period, while absolute consumption 
and its ratio to population increases. 

Taking the period beginning July 1, 1893, and ending June 
30, 1900, as the nearest approach to the period 1892-99," the 
consumption amounts to $25,780,000, or 4.4 per cent. of the 
total amount coined, which closely approximates the average 
ratio for the 28-year period (4.6 per cent.). This shows that 
the period 1892-99 is typical for the United States. This is 
the period for which the most complete data are available with 
regard to foreign countries. 

Information concerning the quantity of old jewelry used as 
material for coinage is available only for the United States. 
Still it has been shown that the consumption of jewelry for that 
purpose bears some relation (though undefined) to population. 

In the table below a comparison is made of the per capita 
coinage within the eight-year period 1892-99 in the United 
States and in the following foreign countries: Great Britain 
with her colonies, except India and Canada;? Austria-Hun- 
gary; Germany; Russia; France; Japan; and the Netherlands. 


Census - Coinage. ~ 
Population, Amount. Per Capita. 
illions. (1 = $1,000,000. ) 
United States - 76.3 543 $7.12 
Other countries . - - 364.3 1,750 4.80 
Total - - - - 440.6 2,293 5.20 


It appears from this table that the amount of gold coined 
per capita in the United States has been greater than in other 
countries. It is therefore probable that the consumption of old 
jewelry by the mints has not been greater abroad than in the 
United States. At the United States rate for the eight-year 
period, $360 per 1000 population, the total consumption would 


*It is to be regretted that the arrangement of the tables of the Bureau of the 
Mint is not always uniform; some figures are given by calendar years, others by 
fiscal years, which is a serious drawback in making comparisons. 

*Gold coinage in India is insignificant, there is none in Canada, and United 
States gold circulates alike with sovereigns. 
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amount to $131,000,000, which is 7.5 per cent. of the volume of 
their gold coinage, 2. e., considerably higher that the correspond- 
ing United States ratio. 

It has been seen, on the other hand, that the ratio of recoin- 
age in the United States, for the period under consideration, was 
equal to 25 per cent., and for the three novennial periods con- 
sidered above it averaged 28 per cent, while for five principal 
countries it averaged 30 per cent., fluctuating from 28 to 32 per 
cent. from one quadriennial period to another. From the 
absence of wide differences between the United States and other 
countries, as far as the ratio of recoinage is concerned, it may 
be surmised that the rate of consumption of old jewelry by the 
mints is about the same in other countries as in the United States. 
Assuming the United States ratio, 4.4 per cent.,to be general 
for all countries, the sum of $77,000,000 is obtained as the con- 
sumption of old jewelry in the countries named, for 1892—1899. 

These calculations are, obviously, purely speculative ; still, 
in the absence of more reliable data, they may be of some assist- 
ance, as will be shown further. 


VIL. 

Having considered all items in succession which serve as 
materials for the mints, we may now draw the balance of the 
world’s production and consumption of gold. Let us take the 
period 1892-99, for which the information is fairly complete. 

If we add to the gold product of the period the quantity of 
old coin recoined and old jewelry melted, and deduct from the 
sum the amount coined during the period, the balance will repre- 
sent the entire stock of new gold available for industrial use. 
The balance sheet follows below: 


Gains. Millions of dollars. 
Production~ - - - - - - 1,716 
Recoinage : 

(a) in eight principal countries - 840 
(4) in all others - - - 26 
Old jewelry melted at United States mints 26 


Total . - - - - 2,608 


PRODUCTION OF THE PRECIOUS METALS 599 


Losses. 
Coinage: 
(a) in eight principal countries - 2,293 
(4) in all cthers - - - - 66 
Total - - - - 2,359 
Balance - - 249 


2,608 

According to this calculation, there was $249,000,000 of gold 
left for industrial consumption. The chief source of error is 
the unknown consumption of old jewelry at the mints of the 
world. The only authentic information is to the effect that the 
consumption of old jewelry at the United States mints amounted to 
$26,009,000. Allowing from $77,000,000 to $131,000,000 as 
shown above, for the consumption of all other countries, we must 
add an equal amount to the stock available for industrial con- 
sumption which would give a total from $326,000,000 to 
$380,000,000. 

On the other hand, there is some exaggeration in the pre- 
ceding account; a portion of the new gold product must have 
gone to increase the stock of gold bullion in the treasuries and 
banks of issue. What this amount was could not be learned ; it 
is known that from December 31, 1891, to December 31, 1899, 
the stock of gold coin and bullion in the European banks and 
treasuries increased by $362,000,000; still, how much of it was 
coin and how much bullion, what portion of the latter repre- 
sented new gold and what portion was obtained by melting old 
jewelry, could not be ascertained. One thing is certain, how- 
ever, viz., that if it were possible to determine the increase of 
the stock of'gold bullion derived from the new product, this 
would reduce the balance found above. 

Lastly, the total of the world’s production is subject to error, 
which has been estimated at 3 per cent.; this would add 
$51,000,000 both to the world’s production and to the stock for 
industrial consumption, thus bringing up the maximum stock to 
$431,000,000, or 24 per cent. of the world’s production. This 
figure is doubtless exaggerated ; it is therefore safe to assume that 
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within the period under consideration the industrial consumption 
absorbed /ess than one-quarter of the total product of gold mining ; 
over three-quarters of the gold product went into the channels of 
circulation. 

In other words, it is an indisputable proposition that during 
the last decade of the nineteenth century gold was used chiefly 
and primarily as money, and next, to but a small degree, as an 
ornament, or as raw material in the industrial arts, surgery, 
science, etc. 

There are no reliable data which would permit to carry this 
calculation further back than 1892. 


Vill. 


The information is more complete for the United States. To 
make the results comparable with those reached above let us 
take first the same eight-year period, 1892-99. 

When one country is considered, a new item must be intro- 
duced into the calculation, viz.: imports and exports of gold 
bullion and ore. The figures are given in the following table: 


1=$1,000,000, ) 


Years. Imports, Exports. 

14.7 17.8 — 3.1 
Ri 23-4 17.4 + 6.0 
eee 10.8 12.6 — 1.8 
53.0 0.3 + 52.7 
24.0 0.3 + 23.7 

148.0 49-7 + 


Another item on which no information is available with 
regard to foreign countries is the increase of the stock of gold 
bullion in the treasuries, banks of issue, etc. In this country 
practically all gold bullion is kept in the treasury (including the 
mints and assay offices); private individuals and banks may 
deposit their bullion at the treasury or at the mints and receive 
gold coin in exchange. Thestock of gold in the hands of jew- 
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elers, dentists, etc., is probably very small, as it would be 
unprofitable to keep large quantities of gold bullion on hand, 
when it can be exchanged for coin and deposited at a small rate 
of interest with some bank, which assumes the risk of safe keeping. 

Thus the increase of the stock of gold bullion in the treasury 
vaults practically represents the total increase in the United 
States. The stock of gold bullion in the United States 
amounted : 


On January I, 1900, to - - - - $143,078,146 
On January 1,1892to - - - - = 83,575,643 


Still, this amount represents more than the increase of the 
stock of bullion from the new gold product; the bullion on 
hand on January I of any year includes the metal melted from 
foreign and domestic coin and old jewelry; the difference 
between the stock on hand on any two dates must therefore 
include the increase derived from all the sources just mentioned. 
To eliminate this increase, we refer to the classification of the 
deposits by origin ; of the total received within the period under 
consideration, viz. $764,00,0000, there was deposited in bullion 
$592,000,000, or 77 per cent. At this rate the increase of 
stock of bullion in the strict sense, 7. e., by gold received in bul- 
lion, is estimated at $46,000,000. 

We may now draw the balance: 


Gains. Millions of Dollars, 
Production of the United States - - - 401 
Net imports - - 93 
Melted at the mints: 

(a) Domestic and foreign coin - - - - 138 
(4) Old jewelry . - - - - - 26 
Total - - - - - 663 
Losses, 
Coinage - - - - : - - - 543 
Increase of the stock of bullion - - - - 46 
Total - - - - 589 
Balance - - - - - - . 74 
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Thus there was left for industrial consumption $74,000,000, 
i. é., 18.5 per cent. of the total production of the United States 
for the same period ; if the net imports are added to the produc- 
tion, the distribution of the total new product by modes of con- 


sumption will appear as follows: 
1=$1,000,000, Per cent. 


Coinage (deducting recoinage) - - 379 76 
Industrial consumption - - - - 74 15 
Increase of the stock of bullion . - 46 9 

Total - - - - - - 499 100 


The only source of error in this calculation is the estimated 
increase of the stock of bullion. If this item is omitted, the 
stock available for industrial consumption would rise to $120,- 
000,000, 7. ¢., 24 per cent. of the aggregate production and 
imports. This maximum coincides with that found for the 
world’s consumption, 

The Bureau of the Mint estimates annually the industrial con- 
sumption of gold from the quantity of gold bars sold by the 
mints and assay offices and private refineries. The total for 
1892-99, $71,000,000, differed only by $3,000,000 from that 
obtained by our calculation; the discrepancy amounted to 
$375,000 a year, or 3 percent. Both estimates appear to be 
very close. 

The reports contain no data earlier than 1884 available for a 
similar calculation. The imports and exports of gold in 1884- 
g! were as follows: 


(1 = $1,000,000, ) 


Years. Imports. | Exports, | Net Imports(-+-) 


ov Exports (—). 
3 + 2. 
27 —I10. 
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The stock of bullion in the treasury amounted: 


On January 1, 1892, to - - $83,575,643 
On January 1, 1884,to~ - 65,667,190 
Increase - - - - $17,908,453 


The total deposits at the mints within the same time amounted 
to $433,000,000, of which there were $334,000,000 in bullion, 
7. é.,77 per cent., the same as in 1892-99. At this rate the 
estimated increase of the stock of bullion was $14,000,000. 

Upon the preceding data we draw our balance: 


Gains. Millions of Dollars. 
Production of the United States - - 265 
Melted at the mints: 
(a) Domestic and foreign coin - - 74 
(6) Old jewelry’ - - - 24 
Total - - - - 363 
Losses. 
Coinage - - - - . - - 207 
Increase of the stock of bullion - - 14 
Total - - - - - 294 
Balance - - - - - - 69 
363 


Thus the balance available for industrial consumption 
amounted to $69,000,000, or 26 per cent. of the total domestic 
production for the period under consideration. 

The total industrial consumption for 1884-91, obtained from 
the estimates of the Bureau of the Mint, amounted to $69,800,- 
000, differing from the former total by a little over I per cent.; 
as the estimates are not reliable below $1,000,000, this discrep- 
ancy may be treated as a negligible quantity. 

In the following table the product of 1884-91 is distributed 
by modes of consumption : 


1 = $1,000,000. Per Cent. 
Coinage (deducting recoinage) - - 109 41 6 
Exports - - - - 73 285°? 
Industrial consumption - - - 69 26 
Increase of the stock of bullion - 14 5 


Total - - - - - - 265 100 
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The only source of error, as stated, is in the last item; if it 
is excluded from the calculation the maximum industrial con- 
sumption will be raised to 31 per cent., while 69 per cent. was 
either coined or exported abroad, presumably to cover balances 
in international trade, where assayed gold bars are used as a sort 
of international currency, as it were. If the exports are deducted 
from the total, so as to leave the domestic product consumed at 
home, the maximum industrial consumption will reach 43 per 
cent. Thus we see that in 1884-91, as well as during the subse- 
quent period, the chief use of gold was to satisfy the want of 
the community for money symbols. In the following table a 
comparison is made of both periods : 


(1 = $1,000,000. ) 


INDUSTRIAL CONSUMPTION. 
Propuc 

PERiops, TION. 

Total Annual Ratio to 

Average. | Production. 

Per Cent. 

1884-1891 ........ 265 69 8.6 26 
1892-1899 ........ 401 74 9.2 18.5 

eee 136 5 0.6 4 


We observe that while the eight-year product increased from 
one period to the other by $136,000,000, 7. e., by one-half, the 
industrial consumption increased only by $5,000,000, or $600,000 
per year, which is but 4 per cent. of the total increase. If it is 
remembered that the possible error for the last eight-year period 
may be as high as § per cent., and that fractions of $1,000,000 
are, in general, inaccurate, it may be reasonably maintained that 
the enormous increase of the gold production has not affected the aver- 
age consumption of gold in the industrial arts, which did not change 
from one eight-year period to the other. The entire increase 
went to swell the volume of gold in circulation. 

This conclusion agrees with what has been shown above in 
relation to Great Britain. 

Inasmuch as the average industrial consumption has been a 
constant quantity, its ratio to the total production has necessarily 
fallen with the increase of production. 


| 
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IX. 


In the preceding calculations the amount of industrial con- 
sumption has been obtained by indirect process. As early as 
1879 the Bureau of the Mint made an effort to study the subject 
by applying directly to manufacturers using gold as material. 
The result was unsatisfactory; the effort was repeated in 1380, 
1881, 1883, 1885 and again in 1899. The latest information 
received is fairly complete and reliable. The collection of such 
statistics is attended with great difficulties. To begin with, the 
information is obtained from a very large number of persons; in 
1899, 29,948 replies were received to interrogatories sent out by 
the Bureau. It is extremely difficult, often impossible, to avoid 
duplications, inasmuch as the product of one manufacturer is 
used as material by another. On the other hand, aside from 
newly mined gold,old gold-—remelted jewelry domestic and foreign 
coin—is used to a considerable extent in the industrial arts. 
Moreover, even gold bars specially manufactured for the trade 
by the mints or private refineries are made partly from old 
metal. Therefore the replies giving the quantity of mint and 
private refinery bars purchased are misleading, unless compared 
with the records of sales of mint bars and the available data on 
the sale of private refinery bars. Still, the two annual totals are 
not quite identical, inasmuch as a portion of the gold consumed 
in the arts during the early part of the year 1899 must neces- 
sarily have been melted and refined during the previous year. 
Thus the sum of purchases cannot agree with the sum of 
sales. 

Moreover, the fluctuations of the stock of bullion, though of 
little effect when taken for a period of years, may very mate- 
rially affect the results of one year; the figures for one year are 
therefore to be accepted with great caution. 

With these qualifications let us consider the results obtained 
by the Bureau. According toinformation received, the materials 
used in the arts are classified as follows : 
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Bars and Old Jewelry 


1880 - - . - 64 36 100 
1881 - - - 61 39 100 
1883 - - 43 100 
1885 - . - 64 36 100 
1899 - - - - 81 19 100 


The results of 1899 differ widely from those obtained pre- 
viously, the average ratio of consumption of old material has 
declined by one-half. The difference may be due to the fact 
that the data previously obtained were not as complete as those 
secured in 1899. On the other hand, the substantial uniformity 
exhibited by the ratios for 1880, 1881, 1883, and 1885 argues for 
their accuracy. It is therefore possible that the growth of the 
gold production may have since brought about an increase of the 
proportion of new gold used. An increase from 64 to 81 per 
cent. in the amount of industrial consumption, when compared 
with the total production of the United States, would mean only 
about one-fourth or one-fifth of that rate. z.e., about 5 per cent. ; 
with the present methods of estimating the gold production such 
differences would escape observation. 

Let us now compare the figures for 1899: 


From Mints and From Private Total 

Assay Offices. Refineries. 
Sold to the trade - - - - $14,685,642 $4,632,218 $19,317,860 
Bought by the trade - - - 14,259,412 3,832,337 18,091,749 
Discrepancy - - - - $ 426,230 $ 799,881 §$ 1,226,111 


Still, the total sales reported by private refineries included 
$2,753,362 of mint and assay office bars sold by them to the 
trade in 1899; how much of it had been bought by the refineries 
within the same year and should, therefore, be deducted to avoid 
duplications, does not appear. If the entire amount is deducted, 
there will be an excess of purchases over sales amounting to 
$1,527,251, or 9 per cent. of the sales. Considering each item 
by itself, we find that the excess of sales of government bars 
over purchases amounted to $436,230, or 3 per cent. of the pur- 
chases; the excess of sales over purchases from private refineries 
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amounted to $799,881, or 21 percent of the purchases. Still, if 
the sales of government bars from private refineries are de- 
ducted, there is an excess of purchases over sales amounting to 
$1,953,481, 2. ¢., the amount of all purchases is nearly double 
that of the sales. 

It is possible that the wording and classification of the inter- 
rogatories may have misled the correspondents of the Bureau; 
bars bearing the government stamp, but bought from a private 
refinery, may in many cases have been reported as private refin- 
ery bars. On the other hand, the information of the Bureau 
relating to private refineries is incomplete, coming from only 
sixty refineries, which have since all been included in the smelt- 
ing combination; still the latter has, according to its own state- 
ment, not concentrated all the refineries. 

The error in the total of industrial consumption is thus some- 
where between + $1,226,111 and — $1,527,251, or between 
+7 percent. and —8 per cent. of the total purchases reported 
by the correspondents of the Bureau. 

From the amount thus obtained must be deducted the value 
of old metal used at the mints and private refineries in the manu- 
facture of bars. Of the amount of $16,564,497 sold in bars 
during the year 1899, only $13,267,287 was made of newly 
mined domestic gold. At this rate, the total reported sum of 
purchases, $18,091,749, contained only $14,500,000 of new gold. 
To this should be added native grains and nuggets which are 
bought in small quantities by jewelers directly from miners, and 
therefore escape all estimates of the Bureau. The replies 
received from consumers show a total of $539,362. This brings 
up the industrial consumption of new gold in 1899 to $15,000,- 
000, or 21 per cent of the production of 1899. The average 
rate obtained above for 1892-99 was 18.5 per cent. Thus the 
percentage ratio, based upon replies from consumers, differs 
very little from the ratio found by the other two methods used 
above. 

It might seem that comparisons would be more proper with 
ratios found by former methods for the year 1899, rather than 
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for the eight-year period 1892-99. In reality, such comparisons 
would be of no value, since ‘all the elements of those calcula- 
tions are subject to wide fluctuations frem year to year; since 
the annual production and coinage exceed many times the indus- 
trial consumption, a small fluctuation of, say, 5 per cent. in 
either of the former might affect the latter to the extent of 50 
per cent. 

The substantial agreement of the results arrived at by three 
different methods vouches for their accuracy. In 1892-99 the 
ratio of industrial consumption to coinage in the United States 
has been shown to be, substantially, the same as throughout the 
world. On the other hand, it has been shown that during the 
preceding period, 1884—91, the ratio of industrial consumption 
in the United States did not materially differ from that found for 
the subsequent period. It may, therefore, be assumed that the 
condition ascertained for the United States was universal at the 
time stated. 


X. 


The preceding examination of the statistics of gold produc- 
tion and consumption justifies a few conclusions, which may now 
be briefly stated. 

It has been shown that fairly complete and reliable statistics 
of the world’s production and consumption of gold are available 
only since 1892; earlier figures are fragmentary and insufficient 
for scientific purposes. 

The agitation over the currency question has rendered a valu- 
able educational service by stimulating systematic statistical 
inquiry. In time it will be possible to treat the subjects of pro- 
duction, coinage, and consumption of gold by decennial periods. 
Annual figures are subject to violent fluctuations; any attempt 
to base conclusions upon the figures for one year must be mis- 
leading. 

One proposition has been firmly established, viz., that within 
the last decade or two of the nineteenth century by far the larger 
part of the gold production, from two-thirds to three-quarters, if 
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not more, found its way into the channels of circulation, and 
only a small portion was consumed in the arts. 

A comparison with the earlier estimates of the late Dr. Soet- 
beer leads to the conclusion that the same condition has prevailed 
since the discoveries of gold in California and Australia. 

The annual average production by decennial periods from 
1851 to 1880 was between $115,000,000 and $133,000,000; the 
average for the last decade of the nineteenth century was $210,- 
000,000. The industrial consumption during the same period 
was found to be less than one-quarter of the total production, or 
less than $52,000,000. Assuming the consumption of gold in 
the arts to have been the same in amount fifty years ago as today 
(which is impossible), it would still have been only from 39 per 
cent. to 45 per cent. of the total production of those days. In 
reality, the absolute quantity, and accordingly the ratio, of gold 
consumed in the arts must have been considerably less. 

Thus, during the second half of the last century, since the 
opening of the great gold streams from California and Australia, 
gold has been used chiefly as money, and to but a small degree 
as acommodity. The old proposition that gold is a commodity 
and derives its value primarily from its use as a commodity, may 
or may not have been true in the eighteenth and during the first 
half of the nineteenth century—to prove or disprove it for that 
time there are no statistical data; surely it does not hold today. 


I. A. Hourwicu. 
THE COLUMBIAN UNIVERSITY. 


NOTES. 


PROSPERITY IN AGRICULTURE. 


ALTHOUGH last year’s corn crop was the smallest for twenty years, 
its value is reported by the Agricultural Department to be one hundred 
million dollars greater than that of any previous crop, and four hundred 
million dollars more than any corn crop grown between 1893 and 1899 
was worth. But the statistics of the Agricultural Department are at 
best only careful guesswork, and it would be hard to convince the 
farmers that the 1,522,000,000 bushels of corn grown in Igor was 
worth twice as much to them as the 2,283,000,000 grown in 1896, yet 
so it is set down in the official reports. True, the cattle, hogs, and 
sheep, to which the corn is fed, bring much higher prices than they 
did five years ago, but to make the corn crop worth twice as much to 
the farmers the price of cattle and hogs would need to be more than 
twice as much per pound, because the smaller crop certainly cannot 
produce as many pounds. Quotations, however, show hogs to be less 
than twice as high now as they were in the years of depression while 
cattle and sheep are only about one-third higher in price, so it is hard 
to see how the small crop has a farm value as great as that assigned to 
it by the official statisticians. 

An examination of the market reports shows that the large crop of 
1896 sold in the Chicago markets at prices ranging from twenty to 
thirty cents per bushel, while last year’s crop has sold in the same 
market at fifty-five to seventy cents per bushel. That small part of the 
corn crop which reaches the Chicago market is popularly supposed to 
fix the price of the entire crop, and at any given time in any given 
locality farmers buy and sell corn to each other on the basis of the Chi- 
cago price. If the market price is high enough to discourage the 
feeder, or if for other reasons he does not have confidence enough to 
feed corn to his cattle and hogs, the supply of corn coming to the pub- 
lic market will be increased and the price will decline. An examina- 
tion of statistics, however, does not indicate that price is the controlling 
factor in determining whether a farmer will sell his corn direct or feed 
it to live stock, and thus market it indirectly at the prices paid. In 
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the years of depression, five or six pounds of beef paid for a bushel of 
corn ; at the prices now ruling eight or ten pounds of beef bring the 
farmer no more than a bushel of corn, yet the amount sent to the Chi- 
cago market this year has been so small as to make the most successful 
gamblers in the country think it worth while to run a corner, and they 
succeeded in forcing the price to go cents per bushel. The following 
official statistics show clearly the effect of the depression upon the 
farmers’ most important crop : 


Year, |Corn Product in Bushels. Price per Bushel.| Total Farm Value. 
| | 
Years of business activity. 
1,489,970,000 | 50.6 cents. $754,433.45! 
2,060,154,000 | 40.6 “ 836,439,228 
1,522,000,000 60.1 921,000,000 
1,822,972,000 42.9 755,741,575 
Years of depression. 
2,283.875,000 a5. ™ 491,006,967 


The crops average a trifle larger during the years of depression, but 
the price is 12.1 cents per bushel lower, and the average value of the 
crop $215,669,297 less than in the years of prosperity. 

While no one claims absolute accuracy for the official statistics all 
who are familiar with agricultural conditions, accept them as a fair 
approximation to the existing facts, and there is a body of agricultural 
data, complete and correct which show even more strongly than the 
official reports the unevenness of the agricultural industry. The 
records of the pedigree associations show how many cattle are registered 
each year, and the auction sales indicate the prices at which the fine 
breeding cattle are sold. The shorthorn cattle are more numerous 
than all the other beef breeds together. So conclusions drawn from 
a study of their records may be accepted as indicative of the trend of 
affairs in the breeding of good beef cattle. 


*From Statistical Abstract, 1901, p. 370. 
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STATISTICS OF SHORTHORN CATTLE RECORDED AND SOLD 1891-1901." 


Weis No. of Pedigrees No, of Cattle Sold at Average Price Per 
P Recorded. Auction, ead. 
14,298 1,106 $118.26 
11,648 939 113.04 
g,003 808 91.60 
7,026 750 81.31 
95773 898 91.76 
26,474 1,620 145.84 
51,314 4,099 191.01 
50,377 4,045 280.91 
Six months of 1902...) 3,006 301.26 


By these records we see that more than seven times as many cattle 
are being recorded, more than five times as many are being sold, and 
the prices are over three times as high as during the period of depres- 
sion. In this instance demand seems to grow rather than decline as 
price rises. This is what we should expect if the trade in pedigreed 
cattle is a speculative movement—if the cattle are bought merely to 
sell to someone else at a higher price. A small part of the trade may 
be explained in this way, but the bulk of the sales are made to farmers 
for breeding purposes. At present they believe it is worth while to 
improve their live stock, while in the years of depression they did not 
think it worth while to take care of and record what they owned, and 
they could hardly be induced to purchase additional stock no matter 
how low the price at which the cattle were offered. 

Why does the farmer today have the confidence which leads him to 
pay $300 per head for breeding cattle, when five years ago he would not 
pay $1oo for cattle equally good? Investments in good cattle made 
between 1894 and 1898 at the prices then ruling have proven extremely 
profitable, whether made for breeding purposes or to improve the feed- 
ing cattle, but even the most optimistic breeders did not avail them- 
selves of their opportunities, and it was impossible to get new men to 
enter the business. With prices at a level where the investment isa 
hazardous one, hundreds of new men are entering the lists as purchasers 
and are building up herds of pedigreed cattle. So long as men think 
it worth while to form new herds or to add to existing herds, increas- 
ing numbers of cattle can be sold at rising prices. When purchasers 

*From Breeder's Gazette, and Coburn’s History of Shorthorn Cattle. 
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lose their confidence in the future of the industry the number bred, 
registered and sold will decline, and prices will fall. The price of 
good beef cattle is the remote basis on which the trade in fine breeding 
cattle rests, but the time elapsing between the investment and the reali- 
zation of results, and the inability of the investor to forecast the future, 
make the physiological element, the way a man gets confidence and 
loses it, the most important factor in explaining the ups and downs 
in the fine cattle business. 

The time element is less important in the raising of beef cattle for 
the market, but even that is a three or four-year process, and the facts 
above set forth indicate that in both industries the inability to forecast 
the future for the requisite time, makes belief in what is going to 
happen a more potent factor in making prices than what is actually 
happening or is to happen. W. H. 


AN OLD ACCOUNT BOOK. 


THERE has recently come into the hands of Professor C. R. Hen- 
derson, of the Department of Sociology of this University, an old 
account book, containing a series of miscellaneous accounts extending 
from 1794 to 1796. The account was opened at Philadelphia on 
August 1, 1795, but a few items are carried forward from the preceding 
year, and entered. Following these early records, there is another 
series of accounts, extending from 1847 to 1851, kept by J. & W. H. 
Levering, meat merchants, who found the journal in an old paper mill 
in Philadelphia, and used the blank space. The book belongs to Mr. 
W. H. Levering, LaFayette, Indiana. 

The leaves of the journal are stamped with the name “J. What- 
man.” It seems impossible from internal evidence to arrive at any 
definite conclusion as to the identity of the earlier accountant ; he was 
apparently a shipping and commission merchant in Philadelphia, hav- 
ing business transactions with a great many different individuals and 
firms. It is possible that by an examination of the corresponding 
accounts of these other firms, if accessible, or by an examination of 
the registration list of the vessels clearing port at that time, the identity 
of the accountant might be established. His work has been neatly and 
even elegantly done, and the journal is in every respect remarkably 
well preserved. 

The nature and variety of the material, as well as the early date of 
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the period covered, make the earlier series of this account book of 
unusual interest both to the historian and to the student of economics. 
Some of the individuals and firms with whom the accountant transacted 
business, we are able to identify reasonably well by reference to the 
current histories of Philadelphia. He had important business transac- 
tions with Willings & Francis, J. and R. Waln, and J. Hollingsworth 
& Co., whom we find mentioned in Scharf & Westcott’ as shipping 
merchants of near that time. It would probably be very easy to iden- 
tify many of the other names by reference to the city directory of 
Philadelphia for 1795 and 1796.” 

Numerous entries are made of duties paid to Sharp Delaney, whom 
we find to have been the second customs officer at Philadelphia after 
the Revolution ; appointed first as a state customs officer, and then 
upon the passage of the tariff act of 1789 made United States customs 
officer at Philadelphia.’ 

In a few instances the entries for duties paid are itemized, thus 
furnishing illustrations of the tariff rates of the period, and enabling 
us to compare with the records which we have.‘ The duty on coffee is 
specified at 5 cents per pound, and on sugar at 1% cents per pound. 
There are several instances of “draw back” duties being paid. Many 
accounts are entered also with reference to the Bank of United States, 
the Bank of North America, and the Bank of Pennsylvania. The 
old commercial term “adventure” is used to designate the shipment 
of a cargo of goods. We have explicit mention of voyages to the 
following ports: From Philadelphia to Cayenne, St. Eustatius, St. 
Bartholomew, New Orleans, Leghorn, Jamaica, Hispaniola, and to 
“Trenedad ;”’ from St. Eustatius to Bermuda, from St. Bartholomew 
to Halifax; also return voyages from these ports to Philadelphia. 
One interesting little item reads as follows: ‘“ Paid Finley for % yrs. 
subscription to his paper, two dollars.” By reference to Scharf & 
Westcott’ we find a note of Finlay’s American Naval & Commercial 
Register, established December, 1795, and continued till December, 


*See SCHARF & Westcott, History of Philadelphia, Vol. 1, p. 523. 
2 [bid., p. 485; also WATSON’s Annals of Philadelphia, I, p. 258. 
3See SCHARF & WeEsTCcOTT, Vol. III, pp. 1803, 1805; also Vol. I, p. 454. 


4 For tariff rates of 1795-97 see Appendix A of Special Report on the Customs 
Tariff Legislation of the United States by EDWARD YouNG, chief of Bureau of Sta- 
tistics, 1872. 

SSCHARF & WestcoTT, Vol. III, p. 1978. 
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1797. The evident character of this magazine, as suggested by the 
name, as well as the date of its publication, makes it highly probable 
that this was the paper to which the entry refers. A debit for “three 
rounds of beef sent to the principal officers at Cayenne as presents 
for the good of the concern,” suggests a rather naive way of gaining 
privileges or immunities. Other items of a like nature occur. 

An entry dated September 4, 1794, records the purchase of four 
lottery tickets. This is calculated to call to mind our change of atti- 
tude toward lotteries since that period, not only from a moral but from 
an economic standpoint as well.’ 

It is interesting to note that prices for the most part, and sums of 
money occasionally, are recorded, first in pounds,'shillings, and pence, 
Pennsylvania currency, and the totals then transferred to the account 
columns in dollars and cents; in which process the dollar uniformly 
equals 7s. 6d. This rather roundabout method of arriving at results is 
easily understood when read in the light of the following : 

In the year 1791 the Bank of North America abandoned the old system 
of keeping its accounts in pounds, shillings, and pence, and adopted that of 
dollars and cents. It was suggested that citizens generally should follow its 
example, and thus was begun a gradual change which finally resulted in the 
universal adoption of the decimal system.” 

Here we undoubtedly have an illustration of the gradual way in 
which the change to the decimal system was made. The mark “ $”’ is 
never used, but the word “dollar” or ‘dollars,’ or the abbreviations 
“ds” or “d’lls,” are invariably used instead. 

The Pennsylvania state currency, or “island money,’ 
sometimes called, had evidently recovered from the depreciation which 
it suffered during the Revolutionary War, in common with the other 
paper money of the period, though to a much less degree.’ The rate 
of valuation of foreign coins and the rates of exchange upon some of 
the foreign cities are illustrated by several entries. There is one 
entry of 2,000 livres at the rate of 4o livres per dollar, or at the rate of 
2% cents per livre. Again we have several entries for joes deposited, 


as it was 


‘For attitude toward early lotteries in the United States see article on “ Lotteries ” 
in JoHNSON’s Encylopedia; also SUMNER’S Financier and Finances of American Rev- 
olution, Vol. I, p. 101, and Vol. II, p. 246. 

*ScHARF & WEsTCOTT, Vol. I, p. 464. 

3 For information concerning this currency before and during the Revolutionary 
War, see SUMNER, Financier and Finances of American Revolution, Vol. 1, p. 94: 
Vol. II, p. 42; see also MACFARLANE, Pennsylvania Paper Currency, p. 65. 
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usually the weight of the coin being given in pennyweights and grains, 
and then reduced to dollars and cents at the rate of 27 grains per 100 
cents.’ In aseries of bills of exchange drawn on the commissioners of 
the Dutch West Indies at the Hague, we have the guilder estimated at 
2s. gd., Pennsylvania currency, or 36% cents. 

In a series of bills of exchange drawn on parties in London, sold by 
our accountant to Willings & Francis, exchange is quoted at 5714. The 
English currency is reduced to Pennsylvania currency by multiplying 
by 157% and then the product is reduced to dollars and cents at the 
usual rate of 7s. 6d. per dollar. Another striking feature is the fre- 
quent resort to exchange of notes for mutual accommodation. 

Perhaps the most interesting feature, from the point of view of 
the economist, is the record left of prices, mostly wholesale, for a 
great number and variety of commodities. We add below a tolerably 
complete list of the prices as given, reducing to dollars and cents 
where necessary. [For the sake of completeness the price is given in 
some cases where the unit is rather indefinite. ] 


BEEF. FLOUR. 

Aug. 1795, % bbl. mess beef, $11.69 Oct. 1795, best, - $13.00 per barrel. 
2 rounds beef, - 8.80 © common, 12.00 * 
Ost: 1966; 3 * - 14.80 * 
beef, per bbl. - 12.00 Feb. 1796, = 
July, 1796, - 14.50 July, 1796, m5. 
— - 1296 * 


July, 1795, 5s. gd. or 7634c. per bu. Aug. 1796, scraped, 10.00 “ “ 
Oct. “ 5s. 3d. or 70c. per bu. 


May, 1796, 7s. 4d. or 97$c. per bu. MEAL, 

“ “7s, 6d. or $1.00 per bu. May, 1795, cornmeal, 25s, or $3.33 % 

uly, 25s. 7335 

Oct. 1795, per bbl. - $14.50 y 3:73% 

“ “ - 16.50 Oct. 1795, “ 28s. or 3.734% 
july, 1796, * - - 20.00 per bbl. 
Apr. 1795, hams, 11d. or 12c. perlb. Feb, 1796, “ 258. or 3.33% 
Jely, “ - per bbl. 
Oct. “ teed, sad. “* May, 1796, 38s. or 5.06% 
July, 1796, “ 14%dor 16$c. “ “ per bbl. 


‘For the legal value put on the foreign coins at that time see Statutes at Large, 
Vol. I, p. 800. An Act Regulating Foreign Coins, etc.,” 1793. 
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July, 1796, rye meal, 5.00 per bbl. 
Oct. 1795, middlings, 52s. 6d. or 7.00 

per bbl. 
SUGAR. 


Apr. 1795, sugar, $10 per cwt. 
Oct. 1795, India sugar, $11.2634 per 


cwt. 
Oct. 1795, loaf sugar, 2s. 1d. or 27$c. 
per lb. 
BUTTER. 


Oct. 1795, 14d. or 15$c. per lb. 
July, 1796, Is. 2d. or 15$c. per lb. 
COFFEE. 


Dec. 1795, 214d. or 23§c. per lb. 
Jan. 1796, 1s. 8d. or 22c. per lb. 


May, “ 25c. per lb. 
TEA. 
Oct. 1795, 12s. 6d. or $1.66% per lb. 
COCOA. 
Jan. 1796, $Ig per cwt. 
RUM. 


Oct. 1795, 7S. or 93 4c. per gal. 
May, 1796, $6 per hhd. 

June, “ tos. 6d. or $1.40 per gal. 
“tos. 8d. or 1.42¢ per gal. 
1os. 10d. or 1.44$ per gal. 
“‘cyder’’ $2 per doz. bot- 

tles (?) 
| Madeira wine, 80s. or 
Oct. 1795.4 $10.33'% per doz. bot- 
| 
| 
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tles (?) 
Brandy, 15s. or $2 per 
gal. 
SHIP BREAD. 
Apr., 1795, $4.00 per cwt. 


July, 4.33 “ 
Oct., “ 3.58 per bbl. 
May, |! 796, 5.66%, percwt. 
HERRING. 
Oct., 1795, \ $5.00 per bbl. 
6.00 


UNIVERSITY OF CHICAGO. 
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MISCELLANEOUS. 


Starch, 7d. or 7$c. per lb. 
white soap, IIs, or 12¢c. 
per lb 
brown soap, 8 or 
Jan. 1794, 4 per lb. 
mold candles, ts. 4d. or 
17%c. each. 


Castile soap, 25c. per lb. 
Oil, 3s. 6d. or 46%4c. per gal. 
“ Rocou” (rocoa) 3s. or 4oc. per lb. 
Snuff, 2s. gd. or 36%c. per bottle. 
Tallow, 1s 1d. or 14$c. per lb. 
Dipped candles, Is. 3d. or 1624¢. each 
Mold i 1s. 6d. or 20c. each, 
Linen for shirts, 75c. per yd. 
Nankeen, 8s. or $1.0624 per piece. 
Blue baftas, $7 % per piece. 
White baftas, 20s. or $2.66% 
piece. 
India check, $2.00 per piece. 
Men's hats, 24s. or $3.20 each. 
“25s. or 3.33% each. 
Men's shoes, Ios. 6d. or $1.40 per pair 
Boots, 33S. 9d. or $4.50 per pair. 
“* 45s. or $6.00 per pair. 
Japanned dressing box, $6.50. 
Two tea urns, worth $60.00. 
Counting house seal, $4.67. 
Horse collars, $1.20 each. 
Lumber, $17.33 per thousand teet. 
Nails, $12.63 per keg. 
Chairs, $11.00 per doz. 
Two exportation bonds, $1.40. 
One permit, 2o0c. 
Halt year’s house rent, $73.33. 
¥, cord of wood, $4.13. 
3.50. 
7.00. 
Sawing wood, 4s. 6d. or 
6oc. per c. 
me. Sh | Hauling wood, 4s. 6d. or 
6oc. per c. 


per 
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Jno. G. THOMPSON. 
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La navigation commerciale au xix siécle. By AmBROSE COLIN. 
Paris : Rousseau, 1901. 8vo, pp. viii+ 459. 

On April 23, 1838, two vessels, the “Sirius” and the ‘“ Great 
Western,” entered the harbor of New York. ‘The arrival of these, the 
first Atlantic liners, created great excitement in that city. In the less 
than seventy years since that date the great merchant marines and 
armored fleets of nations have been built. The early steamers were of 
wood, the latter ones of steel. This transition did not take place until 
1877, when the first vessel built of steel was launched. In 1860 the 
first triple-expansion engine was created, twenty-five years later the 
English government adopted it for the propelling of British war ves- 
sels. In the seventies marine architecture faced the despairing problem 
of excessively heavy marine engines with low horse power. The con- 
trast between the engine of that day and the present is vividly set forth 
in the statement that a 4,000 horse power marine engine of the seventies 
weighed as much as the present monster engine of 38,000 horse power. 
Within a period of thirty years these difficulties have been surmounted 
by the new steel construction, the compound engine, and the screw 
and the great vessels of today made possible. 

In a recital of these facts and many others in the history of ship- 
ping M. Ambrose Colin opens his book Za navigation commerciale au 
xix* siecle. ‘The book beginning with the introduction already aluded 
to is divided into three parts. The first deals with the “tools” of 
navigation ; the second with the revolution in the shipping indus- 
try ; and the third with the officers and men in the marine service. 
In opening part one of the book the author says: 

Toute industrie a son outillage propre. Celui de l'industrie des transports 
maritimes se compose de trois instruments: le navire, le port, la voie, c’est-a- 
dire, la mer. Le premier est créé par l'homme; le second est un produit de la 
collaboration de l'homme et de la nature; le troisitme apparait comme un pur 
don de la nature; et cependent, par son ingéniosité, l"homme a trouvé moyen 
de la modifier sensiblement 4 son avantage. 

The ship, the port and the sea furnish the text for the chapters of 
part one. 
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In part two a somewhat similar analysis gives the commercial, politi- 
cal and legal aspects of the revolution in the building and operation 
of ships. ‘These phases are dealt with in three chapters by the names 
just given. ‘Part three is devoted to a short chapter on “ Le Personnel,” 
with which the book closes. 

‘The most interesting part of the book is the portion devoted to the 
relation of ports and ships. In it are shown the vital influences of 
capital, hungry for interest without ceasing, upon the future of towns 
and cities. ‘The evolution is found in the change from river to sea- 
ports. Many of the great cities are now located on rivers such as 
Hamburg, Antwerp, London and Liverpool; but in each case vast 
sums of money have been spent, and are annually being spent, to 
render such ports usable by the ships of great draught and length. 
Already the steamship companies are seeking ocean ports for the more 
rapid discharge of freight and passengers. The justification for this 
change is the loss of time now undergone in entering and clearing 
from river ports. In the ocean ports the vessels are not required to 
wait for tides and steam distances varying from fifty to two hundred 
miles under half speed. In fact the vast sums now invested in vessels 
require ports on the sea with docks and wharves for rapid unloading. 

France has materially suffered by her neglect of this simple point. 
The government of that state has spent a great deal of revenue upon 
her seventy ports. The result of this wholesale method of distribution 
has been to give France a large number of small and poorly equipped 
ports. Today France has but one modern port equipped for the 
accommodation of the great modern steamship. In this respect the 
United States is better provided by nature than many of her European 
competitors. The ports of New York, Boston, Baltimore, Savannah, 
San Francisco and Portland furnish the evidence for this statement. 
The serious phase of the question is found in the probable decline of 
the older river ports and the appearance of unheard of places as the 
ocean termini of the steamship companies. 

M. Colin has pointed out the prevalence of the protectionist idea 
and the notion that trade follows the flag. The situation in France 
presents the paradox of a protectionist nation subsidizing vessels 
whose cargoes are limited by legislation of that type. Upon this point 
M. Colin says in forcible language: 

Nulie tache ne semble, des l’abord, plus délicate. Concilier intéréts 
divergents, au moins en apparence, de la construction et de l’armement, ce 
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probléme devant lequel nous avons échoué jusqu’a présent, n’est, en somme, 
que la moindre des difficultés & surmonter. Comment, par example, faire 
prospérer une industrie que ne vit que de l’intensité réguliére et croissante des 
échanges, dans une communauté qui a élevé 4 la hauteur dun dogme l'idée 
de la protection douanieére, et qui travaille, ainsi, 4 restaurer les distances que 
la science avait supprimées? Et, d’autre part, n'y a-t-il pas des antinomies, 
douloureuses entre les aspirations du prolétariat de la mer, luttant, avec les 
armes du syndicat et de la gréve pour conquérir un sort meilleur, et le 
régime de l’[nscription maritime, cette institution d’un autre 4ge*maintenue a 
cause des nécessités de la Défense nationale—entre les revendications de 
notre Commerce qui étouffe sous l’armature pesante des réglementations admin- 
istratives, qui réclame plus d’air et plus d’espace, et la tendance actuelle, 
commune A tous les Etats, consistant a faire de la navigation commerciale, 
diment subventionée et primée, une affaire d’intérét public et comme le pro- 
longement des grands services nationaux? Encore supposons que l’on par- 
vienne 4 dénouer tant d’irreductibles conflits. A peine l’ceuvre est-elle finie 
qu'elle se trouve surannée, car les faits se précipitent et la physionme des 
choses se transforme incessament! Puisse donc notre législateur ne pas 
s'attarder outre mesure a chercher le parfait équilibre entre les tendances 
opposées. Qu’il s'applique surtout a faire vite et 4 parer au plus pressé. On 
ne lui demande point et il ne saurait avoir la prézention de travailler pour 
Véternité. 

The French legislation on shipping matters is divided by the year 
1860. The period before that date was filled with regulations for the 
taxation of foreign shipping. Since 1860 the state has entered upon 
the encouragement of the merchant marine by adding the financial 
burden to the budget of the state. The subsidy system has rendered 
construction slow and expensive and seemingly ineffective in producing 
results. Under these circumstances the author is hardly justified in 
referring to the United States as showing even still greater decay than 
France in the creation of a merchant marine. The marvelous revival in 
shipbuilding since 1890 in the United States is evidently overlooked. 

The book, admirable as it is as a discussion of certain phases of the 
merchant marine, is not equal to the title Za avigation commerciale 
au xix’ siecle. Lindsay devoted four volumes to the history of Eng- 
lish shipping, but here in one volume the results, policies and legisla- 
tion of the nineteenth century in reference to the world’s merchant 
marine are set forth. The first chapter (the introduction) instead of 
occupying but twenty-seven pages of the text ought, in order to balance 


the book, be materially enlarged and extended. 
FRANK L. McVey. 


UNIVERSITY OF MINNESOTA. 
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Die Entwickelung der menschlichen Bediirfnisse und die sociale 
Gliederung der Gesellschaft. By B. Gurewitscu. Leipsic : 
Duncker und Humblot, 1901. Pp. 129. 3M. 


For more than a decade economics has been trying to swallow 
sociology, and sociology has been trying to swallow economics. 
Marx declares the relations of production are bottom facts in social 
life, whereas the legal, political, esthetic, and philosophical facts are 
only ‘“epiphenomena.” Spencer, in reply, calmly engulfs economics 
as “ industrial institutions.” Hildebrand derives the law and custom 
of each social stage from the prevailing economy. Giddings retorts 
that the succession of economic ages depends on the evolution of 
social relations. Of late consumption has been the favorite route of 
invasion. Patten undertakes to explain the succession of moral and 
religious ideas in England by the diet and housing of the masses. 
Veblen shows that our standards of right, canons of propriety, ideals 
of beauty, and sense of ritual fitness betray the taint of emulative 
expenditure. Now comes a counter invasion by this route which may 
widen the suzerainty of sociology by tracing the development of the 
commonest economic wants to the struggle for social prominence. 

Our author points out in economic evolution many balks the econ- 
omists have not yet been able to surmount. How have new wants 
arisen? Were the early accumulations of goods prompted by concern 
for the future? Was the cleavage into trades and professions, which 
lends to much labor the character of monotony and drudgery, instituted 
for economy’s sake? How can the flesh or milk motive explain the 
taming of animals ? When game is plentiful the hunter will not take 
the trouble to tame a captured creature; when game is scarce he is 
too hungry to spare it! 

The key to these mysteries is the craving for social power. The 
striving for gain and the striving for glory are two parallel manifesta- 
tions of the human will. The endeavor: of each to maximize his influ- 
ence and repute with his fellows is as primordial as his endeavor to 
get goods, and has, moreover, profoundly influenced the latter. 

A thing is at first coveted as a means of distinction rather than a 
means of satisfaction. Individuals get it because being rare, or costly, 
or trophy of exploit, it marks them off from the herd. The rest fol- 
low suit when they can, to show they are just as good as anybody. An 
article that begins as a novelty is modified, as it spreads downward and 
loses its aristocratic flavor, into a utility. Dress sported by the leisured 
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to distinguish them from the clouted laborers, becomes clothing. 
Most cereals began by furnishing spirituous liquors to the well-to-do. 
Only when they entered the dietary of the poorer classes was their 
nutritive value prized. The useful metals furnished ornaments to the 
rich before they gave tools to the artisan. The ass and the horse were 
probably domesticated less for burden or draft than for saddle pur- 
poses, and they were ridden less for comfort than for the dignified and 
impressive mode of locomotion they afforded. Butter, milk, cheese, 
and bread, no less than tea, coffee, and tobacco, are an acquired taste 
and were consumed for their reputability before they were consumed 
for their flavor. The use of milk spread among the Hindoos from the 
Brahmins. In Egypt and Mexico the upper classes used bread while 
yet the rabble lived on dates or fish. When the mere possession of a 
stock of consumables procured social consideration no less than actual 
consumption, there came into play a powerful non-economic motive to 
saving. 

Another title to consideration is honorable employment, 7@. ¢., 
exploit. That this was probably the original motive in the taming of 
animals appears from the fact that fiercer creatures of the dog and cat 
kind were tamed sooner than the food-yielding species. The domes- 
tication of plants has profited by the fact that the tending of new and 
fancy crops is always a genteel occupation. When distinctions in the 
honorableness of occupations have arisen, the well-to-do pick out the 
worthy employments for themselves and leave the drudgery to the rest. 
Thus is instituted the larger division of labor. 

Not even the arts and the sciences have escaped this principle of 
origination. The esthetic and intellectual activities that later formed 
the liberal professions began among the leisured, not as some suppose 
from sheer overflow of energy, but as honorific employments document- 
ing one’s sensibility and talent. The art work was the main thing, the 
product being given away or dedicated to the gods. When in time 
the expertness of professionals puts dilettantes out of countenance the 
aristocrats relinquish art work, but remain connoisseurs and enjoyers 
of its products. ‘The sciences owe their beginning neither to the play 
impulse nor to the pure love of truth, but largely to the love of dis- 
playing intellectual prowess. Philosophy is of genteel, but exact 
science of humble, origin, for it was peasant brains that gave upper 
class speculations a practical turn and transformed intellectual sport 
into serious work. Language owes much of its enrichment to the 
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precieuses seeking new turns and words, in order to avoid the collo- 
quial speech of the vulgar. Writing begins as one of the most awe- 
inspiring mysteries of the priestly caste. 

The consuming of articles embodying a great quantity of labor is 
an impressive spectacle, differing only in form from the train of tamed 
animals and captives that was the glory of an oriental monarch or the 
retinue of slaves that measured the dignity of a Roman noble. For 
this purpose visible expensiveness, rather than utility, is the desidera- 
tum, and the rich Romans made no mistake when they kept the price 
tickets on their costly but far from comfortable furniture. It is possi- 
ble that the practice of polygamy that takes root among upper classes 
everywhere has been stimulated by the same motive that prompts the 
opulent to surround themselves with articles of luxury. Each addi- 


_tional wife, whether trophy of the sword or of the purse, added to 


one’s social consideration. 

Often that beauty or utility which makes goods sought for their 
own sake is fixed in an object only after it has by competitive imita- 
tion entered the consumption of the middle and lower classes. The 
qualities of novelty, rarity, or expensiveness which commended it at 
its introduction being lost, it must acquire new attractions, such as 
grace or comfortableness. Compare the phaeton with the coach-and- 
four, the willow rocker with the chair of state, Greek statues with the 
colossal effigies of the Pharoahs. When an object is democratized, 
form is more thought of than materials, beauty than massiveness, charm 
than impressiveness. 

In the author’s view the opening of new lines of expenditure by 
the rich and great, anxious to elude the imitative pursuit of the envi- 
ous middle classes, is a mainspring of progress. Satiation is always 
possible and if, as productive power increases, the upper class is not 
ingenious enough to invent new modes of consumption, the industrial 
population will stagnate and increasing numbers of productive labor- 
ers will be drafted into the swarms of useless lackeys the great vie with 
one another in maintaining. The substantial classes will languish, the 
ascent of the masses will be checked and social evolution will therefore 
cease. 

Throughout the monograph one is struck by the close parallelism 
of the ideas to those put forth by Professor Veblen in his Zheory of the 
Letsure Class. Differences in mode of approach and presentation for- 
bid, however, any suspicion of plagiarism. Those familiar with Pro- 
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fessor Veblen’s masterly book will find Gurewitsch comparatively 
weak in his grasp of principles but interesting on account of the sig- 
nificant facts he has gleaned from a very wide reading in ethnological 


literature. 
EDWARD ALSWORTH Ross. 
THE UNIVERSITY OF NEBRASKA. 


Irrigation in the United States. By FREDERICK Haynes NEWELL. 
New York: T. Y. Crowell & Co., 1902. 12mo, pp. vii + 
417. 

‘“‘ HOMEMAKING is the object of this book,” as stated by the author. 
The field for this work is the arid West, and the only means of its 
accomplishment is irrigation. The situation as stated by Mr. Newell is 
this: The arid region of the United States includes about two-fifths 
of its entire area, about five-sixths of this area being vacant public land. 
The total area of the arid and semi-arid public land is given as 
892,000,000 acres, of which 458,000,000 acres is improved land, 
6,300,000 acres of which is irrigated, with a water supply, assuming 
complete development and conservation, sufficient for irrigating 
74,000,000 acres. The greater part of this water supply must come 
from surface streams. ‘These streams are torrential in their flow, hav- 
ing a flood period in spring and early summer, followed by a low 
water period during the late summer. All the lands which can be 
easily reached by canals from these streams have been reclaimed and 
need for their irrigation the ordinary flow of the streams. Any con- 
siderable extension of the irrigated area, therefore, means the con- 
struction of large irrigation works, and the storage of the flood waters. 
The public lands are open to settlement under the homestead law, but 
cannot be farmed until a water supply is obtained, and the expense of 
this is far beyond the reach of the ordinary settler. 


It is for the interest of the public at large and the nation to have all these 
good agricultural lands utilized, and the question arises, Who is to make it 
possible for the settler to occupy them? This is a question which, if satis- 
factorily answered, must be by the lawmakers of the nation, and for this 
purpose, they, as well as the thinking public, should be in possession of the 
facts. 


The task which Mr. Newell sets for himself is the furnishing of 
these facts, together with such further facts as will enable the settler to 
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make the best use of the land and water when the three of these have 
been brought together. It is in the light of this announced purpose 
that the book must be judged. 

As a general description of the West, and the agricultural situation 
in that section, the book is good, but the farmer or lawmaker who turns 
to it for definite information on any subject will meet with disappoint- 
ment. Almost the only figures given, those quoted above, are esti- 
mates, and the one of the greatest importance -— the area for which the 
water supply can be made available— is liable to an error of thirty or 
forty million acres. The farmer or canal builder who wishes to know 
how much water to provide for his land, or how much land he can cul- 
tivate with a given water supply, finds an estimate of what is used in 
southern California, a section which is exceptional in every way, and 
the general statement that for good farming in other sections twelve 
inches of water during the crop season should be sufficient, a state- 
ment which is not borne out by the published measurements made by 
the United States Department of Agriculture, which are entirely 
ignored in this discussion, nor by the published reports of Mr. W. 
Irving, who is quoted on this point. 

If works are constructed or contracts made on the basis of a depth 
of twelve inches of water on the land to be reclaimed, either the com- 
pany constructing the canal will be disappointed in not reclaiming as 
much land as originally planned, or the farmers will be ruined by try- 
ing to fariwn with an insufficient water supply, and with their ruin will 
come the ruin of the whole enterprise. Exactly this mistake has 
occurred in large enterprises, with the results just indicated. This 
question has also an important bearing on the government construction 
of irrigating works, as recommended in the final chapter of the book. 
If the government constructs a canal or reservoir and disposes of water 
rights on a basis of twelve inches for the lands sold, the settlers can- 
not make a living and will be worse off than if nothing had ever been 
done for them. 

Mr. Newell’s comment on his discussion of the quantity of water 
needed —-“ broad statements of this kind are merely suggestive and not 
to be followed as rules ’’—applies to his whole discussion of both agri- 
culture and engineering. Read as suggestions they are for the most 
part good, but read for the purpose of finding a rule to go by, which is 
what the prospective farmer needs, they are too general and sometimes 
misleading, as the one just referred to. 
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The weakest point in the book is the chapter on irrigation law, 
where the “ lawmaker,” on whom is laid the responsibility of making 
homes in the West, naturally turns for light. It neither gives a gen- 
eral view nor a detailed discussion, but rather states or misstates a few 
general principles: ‘ 

The first principle discussed is that of beneficial use, which is rep- 
resented as being firmly established by “court decisions.” 

The fundamental principle is that beneficial use is not only the founda- 
tion and basis of the right (to the uses of water), but likewise the measure 
and the limit thereof. 

This is undoubtedly a recognized principle in irrigation law, but it 
is a principle of /aw which is almost uniformly neglected by the courts, 
which have granted rights, in many cases, to more water than the canals 
can carry, or the streams furnish, regardless of what has been used ben- 
eficially. These excessive decrees have an important bearing on the 
government construction of storage reservoirs recommended by Mr. 
Newell. It is recommended that these reservoirs be constructed and 
the water turned into the streams to be used under existing rights. On 
many streams the existing rights as decreed by the courts far exceed 
their entire flow, and in case water is stored and turned into these 
streams it will be taken up by the canals having these decrees and go 
to enrich their owners rather than to make homes forthe people. The 
law of beneficial use, if enforced, would remove this objection, as it 
would cut down these excessive decrees. 

The next subject discussed is the law of riparian rights, which is in 
force in several of the arid states. The rights of riparian owners in 
these states are summed up as follows: “ Riparian rights can be 
enforced only for the protection of the beneficial use to which the 
water has been put by the riparian owner”’ (p. 290). If this is a true 
statement of the law it in no way differs from the law of “ appropria- 
tion,” which is considered to be its opposite. But the law is not cor- 
rectly stated. The riparian owner has a right to a reasonable use of 
water for irrigating his riparian lands, which right “use does not 
create” and “disuse does not destroy,” and of which he can be 
deprived only on compensation. 

The law of “ priorities” next receives attention : 


In theory, at least, the man who first irrigated ten acres should continue 
indefinitely to have enough water for his ten acres, while the man who next 
irrigated twenty acres can have sufficient water for his area only when it is 
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apparent that the first man can also have his share, and so on, each person 
receiving an amount of water sufficient for the needs of his cultivated tract in 
the order in which this was put under irrigation (p. 291). 

In discussing this subject the author opposes this doctrine of prior- 
ities and sums up his objections as follows: ‘“‘ Ten men should not be 
deprived of the life-giving fluid to satisfy the claims of a single indi- 
vidual. If water were a property in the sense of land, this considera- 
tion could not arise.”” Fundamentally there is no more reason why 
one nan or a group of men should be allowed the ownership of all the 
arable land in a district to the exclusion of ten times as many others, 
than that one man should be allowed the exclusive use of a given 
quantity of water. The reason tor a property right and its protection 
in one case is the same as in the other. In the West both land and 
water were the property of the general government and the laws for 
their disposal are essentially the same. Under the homestead law the 
settler occupies a piece of land five years and thereby gains title; 
under the law of appropriation the settler takes the water from the 
stream and by the act of taking obtains title. In both cases there 
have been great abuses, but no more in water rights than in land 
titles, and there is no more reason for protection in one case than the 
other. A strict enforcement of priorities has many disadvantages ; 
but Mr. Newell presents but one side of the picture when he favors 
dividing the water regardless of priorities. One man settles on a 
stream and irrigates his farm, another comes and does the same and so 
on until the flow of the stream is all taken up. Assuming that these 
settlers use the water economically any further division of the supply 
means taking a little from the value of the farm of each of the settlers 
and giving it to the newcomer, and continued far enough deprives 
the whole community of any beneficial use of the water, because while 
each one gets some water no one gets enough to be of any use. In 
response to just such conditions the doctrine of priorities has become 
firmly established. Justice certainly demands that the first settler 
should not be robbed of the “ life-giving fluid,” which has enabled him 
to make a home, in order that those who come later may make new 
homes by ruining his. The same reasoning which would do away 
with priorities —-that others could make a better use of the water — 
would apply equally well to any other classes of property which are 
not being used in such a way as to produce the greatest good to the 
greatest number, especially to land, 
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The discussion of irrigation law ends with a statement that public 
records of water rights are extremely defective as regards the various 
claims and times of appropriation, and a criticism of the Wyoming 
law, under which existing rights are a matter of record, and new 
rights can only be established upon application to state authorities. 
The conclusion is reached “ that it is preferable to allow developments 
to proceed under existing laws and customs... . rather than to 
attempt to bring about ideal conditions (referring to the Wyoming 
law), whose success depends largely upon an ideal administration.” 
In preceding chapters great stress is laid upon the necessity of knowing 
the quantity of water which a stream furnishes before beginning the 
construction of canals or reservoirs, but the more important fact, 
how much wnappropriated water the stream carries, is entirely lost sight 
of. In but two states, Nebraska and Wyoming, is there any provision 
for a complete public record of the flow of streams and the rights 
which have been acquired to that flow, and Mr. Newell takes occasion 
to criticise this system whenever he mentions it (pp. 110, 111, 298). 
That is to say, when a reservoir site is found, the important question 
regarding its utilization is whether the stream above that point fur- 
nishes enough water to fill it, and it is of no importance in his opinion 
if the right to use the entire flow of the stream is already held by 
parties below the reservoir site. _As a matter of fact, the result for the 
builder of the reservoir is the same whether the water is not there, or 
must be allowed to flow by for the use of others. In either case the 
water does not exist so far as he is concerned. In no states but those 
mentioned is there any public authority to whom the prospective 
investor in irrigation works can apply and find out whether there is 
water in the stream subject to appropriation. He must build his 
works and then fight out inthe courts the righttouse them. The latter 
method is preferable, according to Mr. Newell. 

The final conclusions reached are quoted from the president and 
secretary of the interior : 


Great storage works are necessary to equalize the flow of streams. Their 
construction has been conclusively shown to be an undertaking too vast for 
private effort, nor can it be best accomplished by the individual states acting 
alone. It is properly a national function, at least in some of its features... . . 

The reclamation of the unsettled and public lands presents a different 
problem. Here it is not enough to regulate the flow of thestreams. The 
object of the government is to dispose of the land to settlers who will build 
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homes upon it. To accomplish this object water must be brought within their. 
wOneR, 2s 0-5 These irrigation works should be built by the national govern- 
ee The distribution of the water, the division of the streams among 


irrigators, should be left to the settlers themselves, in conformity with state 
laws and without interference with these laws or with vested rights (pp. 
294, 295). 

Further progress in irrigation can come only through the storage of flood 
waters in reservoirs, and nearly all of this work is absolutely impossible with- 
out government aid. 


The conclusion refers wholly to the duty of the nation’s law mak- 
ing. ‘The mission of the book is stated to be the furnishing of facts 
necessary for the intelligent handling of the question by those law- 
makers. Does it fulfil this mission ? 

First, as to the conclusion that storage works are necessary for the 
extension of the irrigated area. These facts are given in a general 
way. 

Second, as regards the necessity for government aid. This must be 
taken on authority. The fact that the work has not been done is fully 
set forth, but the reason for this is nowhere brought out. Some irriga- 
tion companies have failed, but no examination has been made as to 
the causes of these failures, nor inquiry as to whether private corpora- 
tions, by learning from the mistakes of the past and studying care- 
fully all conditions, can do the work. Both reservoir and canal con- 
struction are being carried on by private parties, which goes to show 
that not all further progress is “ impossible without government aid.” 

Third, as to the results of government construction. The plan 
recommended is that the water made available be distributed under the 
existing state laws and regulations. The lawmaker might want to 
know what these laws and regulations are ; what would become of the 
water when stored ; how title to its use could be established ; whether 
rights had already become vested which would absorb all the water ; 
whether it would be used to make existing homes more valuable, or to 
create new homes ; whether, under existing state laws, the water might 
be monopolized by individuals or corporations who would levy 
unreasonable rates for its use. In fact, these are most important 
questions, and none of them can be satisfactorily answered from the 
information given, even if it were all correct. Again, the ilawmaker 
will undoubtedly want to know what opportunity exists in his own 
state, or perhaps in his own district, for the expenditure of govern- 
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ment money in irrigation works. Here again he would find only gen- 
eral statements of well known facts. 

To sum up, the book begins with the announcement of a purpose, 
which is not carried out, and ends with a conclusion which, while it 
may be good, is not led up to nor supported by anything in the book. 
Outside of the discussion of irrigation law, most of which is incorrect 
or misleading, the book contains nothing which has not been pub- 
lished repeatedly by the government or by private parties. This in 
itself is not a fault, if the facts were presented in such a way as to give 
any new light on the question of the reclamation of the arid West, but 
there is an entire lack of any summing up of the material presented, 
and no apparent effort to present a complete logical discussion of the 
subject. 

Ray P. TEELE. 


L’utilité sociale de la propriété individuellee By ADOLPHE LANDRY. 
Paris: Société nouvelle de librairie et d’édition, I9g01. 8vo, 
pp. Xil + 511. 

No one any longer believes that the possibilities of a “‘ scientific” 
statement of the claims of socialism have been exhausted by the exploi- 
tation of the labor theory of value and the materialistic conception 
of history. ‘The passing of the Ricardian theory of distribution, with 
which the older socialistic doctrine was so closely connected, and the 
growth of a less mechanical conception of economic processes have 
opened the doors for a new set of socialistic theories. More than one 
book has appeared within the last few years in which the theoretical 
equipment of the modern economist has been used in advocating the 
program of socialism. M. Landry’s work is of this class. The concepts 
of contemporary economics are handled with a certainty of touch which 
shows wide reading and careful thought. The purpose of the book is 
to show those conflicts between the interests of individuals and those 
of society which are inseparable from the system of private property. 
That such conflicts exist has been admitted by all economists except 
optimists of the Bastiat type, but M. Landry’s treatment is the most 
thorough with which I am acquainted. 

Starting from the standpoint of production and measuring pro- 
ductivity in terms of utility, M. Landry points out that self-interest 
often prompts an owner of productive agents to limit production with 
the purpose of gaining a larger revenue. ‘The classical example of this 
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action is, of course, the destruction of a portion of the spice crop by 
the Dutch East India Co. Cases of this sort are practically limited to 
the field of monopoly. The social loss is the difference between the 
utility of the goods thus withdrawn from the market and the utility of 
the goods substituted for them in the social budget. The conflict is 
that between productivity and rentadilité (income yielding power). 

A proprietor may also injure the social interests, says the author, 
by limiting his employment of labor to the amount which will give 
him the greatest net income. This is most clearly illustrated in indus- 
tries subject to the law of diminishing returns. The number of laborers 
employed in the cultivation of rent-yielding land is fixed, not at the 
point of maximum gross product, but of maximum rent. By increas 
ing the number of agricultural laborers rent would be decreased, but 
the gross product and total wages would be increased. The social 
dividend would be greater but it would be shared among a greater 
number. Rent would become wages. The assumption that this change 
would be for the social interest is evidently based on a literal interpre- 
tation of the “greatest happiness to the greatest number” formula. 
The author attempts to show that social interests also suffer from the 
failure of the individual proprietor to take account of the effect of a 
particular mode of exploitation on the general organization of produc- 
tion. 

There is less that is original in M. Landry’s treatment of distri- 
bution. Inequalities in wealth distribution, so far as they permit the 
satisfaction of unimportant wants to the exclusion of others more 
intense, are declared to be an evil, and the question of the effect of 
socialism on the increase of population is treated with considerable 
detail. With reference to the “best” distribution of wealth the con- 
clusion is that inequalities in the distribution of income should be 
removed, except in so far as they are absolutely necessary incentives 
to production. 

The title of the book is misleading. Some of the most important 
factors affecting the social utility of private property lie outside of the 
field of conflict between the immediate economic interests of society 
and the individual. Asa brief for socialism the book is wanting on 
the constructive side. Its essential thesis is the need of a better adjust- 
ment of wants and satisfactions, but it does not show that this better 
adjustment would follow the adoption of a socialistic program. But 
such criticism may be beside the mark. The work is avowedly only 
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an attempt to point out evils in the existing order, and as such it is 
suggestive and stimulating. ‘There is, however, a distinct failure to 
realize that many of the evils emphasized are not bound up inseparably 
with the system of private property. Such, for example, are the evils 
caused by the limitation of the supply of a monopolized article, and 
some of the evils connected with extreme inequalities in the distribu- 
tion of wealth. 

M. Landry’s economic philosophy has much in common with that 
of Effertz’s Arbeit und Boden. Indeed, M. Landry is careful to ac- 
knowledge his indebtedness to Effertz, but is equally careful to point 
out vital differences in the two works. In general it may be said that 
M. Landry’s views of economic phenomena are more conventional 
than those of Effertz. 

The book is fair in spirit and is an important addition to socialistic 
literature. The style, which is mildly mathematical, is not always clear. 

ALLYN A. YOUNG. 


A Primer of Polincal Economy. ByS.T. Woop. NewYork: The 
Macmillan Co., 1901. 16mo, pp. xiv + 149. 

Tuis book is an attempt to put the principles of political economy 
“within the comprehension of pupils in the fourth forms of the public 
school” (p. vii), or in the eighth grade, according to the classification 
most familiar in the United States. It differs from other similar works 
in that it starts with a concrete business transaction: John Doe, a 
farmer, buys a pair of boots with money obtained by the sale of some 
wheat. This transaction is analyzed as the book proceeds and to it 
most of the illustrations are related. The first chapter describes the 
work of a herdsman which helps to produce the leather; the second 
tells how a whale was caught to furnish the oil; the third, fourth, and 
fifth treat respectively of copper, bleaching powder, and rubber; the 
sixth describes a shoe factory. Here the more purely descriptive part 
of the book ends. The remainder is essentially theoretical, treating 
successively of supply and demand, taxation, division of labor, and 
exchange, money, banking, capital, corporations, subsidies, protective 
tariff, socialism, and the single tax. 

The author is evidently a Canadian ; many of the illustrations are 
taken from Canada, and the Canadian and English monetary systems 
are treated as fully as those of the United States. But he has not 
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obtruded his patriotic sentiments upon his readers, and his opinions on 
controverted questions are carefully withheld ; the attitude throughout 
is judicial. The statement of principles is also such as would be most 
generally accepted by economists. 

A common error is repeated (p. 91) in saying that the silver coinage 
act of 1878 required the purchase of “sufficient silver at the market 
price to coin $2,000,000 a month,” instead of, as stated in the law, 
“not less than two million dollars’ worth per month.” 

The author has performed his task well as he understood it. But 
he has misunderstood his task through overestimating the ability of 
young students to grasp a system of general principles. He aimed to 
give “condensation rather than elementary departures, for it is the 
simplicity and not the complexity of economic principles that makes 
them so elusive ’’’ (p. vii). But it is the abstractness of economic prin- 
ciples, as of all other principles, that renders them so elusive, ¢.g., in 
such expressions as “the saved results of past labor” (p. 103), and 
“banks with power to issue notes lend their credit” (p. 118). Illustra- 
tions —and the author has given plenty of them — may makea prin- 
ciple understood; but a body of principles can be held together only by 
conceiving of each one in the abstract and connecting them deductively. 
The story of John Doe’s boots soon breaks down with its load of prin- 
ciples. This abstract and deductive thinking is impossible for most 
children and many adults, and therefore puts such a body of economic 
theory as Mr. Wood has prepared beyond their reach. His book 
would seem best suited for pupils in the second or third year of a high 
school, and might be just what is wanted where it is desired to study 


political economy ten or twelve weeks from a text. 
F. R. CLow. 


OsHKOSH, WIs. 


Economics as a Foundation for a Theory of Government. By 
M. CoLteman. New York: Evening Post Job 
Printing Office, 1901. 8vo, pp. ii + 88. 


Tuis is essentially a discussion of the theory of distribution, ending 
in the conclusion that government should promote the increase of the 
total product and “keep the channels of distribution free so that such 
increase may be promptly diffused throughout society.’’ The author 
ranges somewhat widely through economic literature, but devotes more 
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attention to Clark than to anyone else; his treatment of distribution 
is in the main that of Clark, except for his dismissal of the “marginal 
device” as a useless and confusing elaboration. To the general reader 
the work would be utterly unreadable because of the heavy style and 
confused thought; while the specialist, for whom it was doubtless 


written, will find little that is new. 
F. R. Crow. 


Kulturgeschichte der Neuzeit. By Kurt Breysic. Band II: 
Erste HAalfte, Urzett— Griechen—Romer ; Zweite HAlfte, Ent- 
stehung des Christenthums—Jugend der Germanen. Berlin: 
Georg Bondi, 1901. 8vo, pp. xxii + 518 and xxxix + 
521-1442. 

THE continuation of Professor Breysig’s History of Culture in 
Modern Times has in every respect kept up to what the introductory 
volume promised. The treatment of the subject is broad and com- 
prehensive, the opinions expressed are characterized by thorough 
knowledge of the literature, and above all the book shows understand- 
ing and sympathy for the latest, most progressive views without always 
subscribing to their dictum. The volumes are in every sense modern 
in tone, and though critical in attitude are not overwhelmed with 
detail. True to the idea expressed in the first volume, (reviewed in 
June number of this JourNAL, 1901), the author never discusses the 
economic side of civilization except in connection with its social and 
political features. This attitude, at least as far as the ancient period is 
concerned, may be justifiable because of the meagerness of the sources 
and the prevailing interest in political events, but it leaves a gap 
somewhat painfully felt in the otherwise rather exhaustive treatment. 
However scant our information, economic problems must have faced 
the Greeks as they faced all other nations. Notwithstanding the fru- 
gality of the race and the advantageous nearness of a large continent, 
the food question, no less than a large international competition for 
trade, must have been a serious matter and brought about colonization 
and the search for new unexplored territories. How the aristocracy 
with its country estates and retinue of dependents passed over into a 
city population with a growing industry, a large percentage of strangers 
and of slaves, which made certain cities metropolises of commerce with 
shipping companies, factories, money-lenders, yet all the while the 
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small dealer and the industrial artist existing and perfecting himself in 
his profession—to these things the author gives but a passing glance. 
And yet the very existence of structures such as the Acropolis or the 
temples, the maintenance of long and expensive wars, the maintenance 
of a fleet which fell to the lot of most cities, and Athens in particular, 
seem to indicate a far more concerted and powerful effort than one is 
at first aware of. And the commerce between a mother city and her 
colonies must have engaged more hands, caused a livelier exchange of 
products, and brought more real fortune to the citizens than one can 
even make a guess at. Otherwise Greek civilization in its magnitude 
and complexity rests upon an economic foundation altogether too in- 
secure for such a towering and expansive edifice. More to the point is 
the author’s treatment of Roman economic conditions, although the 
agrarian troubles are but touched upon in connection with the revolu- 
tionary disorders. But we see at least the progress from home farming 
on the part of the free owner to the absorption of the numerous small 
homesteads into large complexes of land held by one, and the gradual 
change from farming by free into the cultivation by slave labor. Most 
interesting and in every way instructive is the account of how during 
the empire, at first for political, later for fiscal reasons, all personal 
ambition and initiative became paralyzed by a system of corporations 
and class limits from which finally no one could escape. Thus the 
reader is made to understand fully the gradual withering and dying 
off of the recuperative power of the empire, the strange separation of 
all classes into castes, and a population of half-free tied to the soil as 
the last phase in a slow process of reducing everyone to a mute and 
stationary agent. ‘This despairing recourse to methods entirely out of 
date and seemingly inflicted upon a population of conquered districts 
instead of upon faithful subjects and privileged citizens, completes the 
picture of the financial decay of Rome. 

The second part of Vol. II has for its contents the history of the 
Germanic nations. As to the plan of this part of the work, which is 
by all means the larger one, each of the three leading nations is 
treated in succession under various aspects, generally speaking in the 
light of its political, social, economic, intellectual, and religious history- 
Afterward the less conspicuous ones receive their mention. The period 
is the first half of the Middle Ages (until 1300). In treating the life 
of the Middle Ages the author is far more generous in regard to eco- 
nomic matters. In this field research has proceeded at a more rapid 
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rate and made the past less obscure. On four hundred pages out of a 
thousand the economic side of mediaeval history is far more thoroughly 
discussed than was that of the ancient time, although never separate 
from the social or political changes. It is interesting to notice that 
nowhere are economic conditions accorded a special paragraph; they 
are always one of several topics treated in connection. This may be 
quite right since it is in fact difficult to separate any of them from the 
other. Still, if the author very seldom allows the economic feature to 
have a governing or decisive influence, but looks upon it as rather a 
sustaining and corroborative movement, it seems to us he is not alto- 
gether fair. For example, he treats of the large estates of the early 
nobility and the subsequent creation of a more or less servile tenantry 
as due merely to the overpowering political ambition of a warrior class 
(who disregarded husbandry). Whereas we should say that these 
conditions were in the first place due to the complete absence of com- 
merce and a considerable lack of movable property. The habit of look- 
ing upon land and the ownership of land as the only source of wealth 
and sustenance governed the ambition of everyone, not only of the 
powerful, as the first step, a strictly economic step, to political rights. 
The importance of prevailing economic ideas in shaping a nation’s 
destiny ought not to be thus left out of account. These shortcomings 
admitted, we find the development of manorial estates with more com- 
plex and complete functions, the continued differentiation of society 
which created a class whose business it was to fight and to command 
and classes whose business it was to provide, a change which must have 
gladdened the shade of Plato, the continuation of slavery as a soil-bound 
institution, the beginnings of the oficta, which have to some extent 
been parent to the guilds, the guilds themselves in their various aspect, 
the communes, the cities with their first signs of a rational system of 
taxation based upon valuation of property, not of service or the right 
of a military commander to demand contributions in kind and tribute— 
all these things and many more set forth and discussed at some length. 
They are treated suggestively and add a fair share of fresh information 
to what is already known by most students of economic history. The 
very important rise of the Italian republics during this earlier period, 
with welcome attention paid to the movements of the guilds, has no- 
where, as far as we know, been treated within such small compass with 
a better grasp of the essentials. Judging from this, and in spite of 
possible disagreements as to certain matters, which we consider more 
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and the author less fundamental, we can look forward with lively antici- 


pation to the next issue. 
A. M. WERGELAND. 
UNIVERSITY OF CHICAGO. 


La sécurité du travail dans l'industrie. (Moyens préventifs contre 
les accidents d’usines et d’ateliers.) By Paut Razous. 
Paris: Vve Ch. Dunod, Igol. 

Tuis book is devoted to a discussion of means and methods to be 
applied in industrial establishments in order to guard their employees 
against accidents. As basis for his work, the author has taken the 
factory laws of March to, 1894, and those of April 30, 1880, and June 
29, 1886, regulating the use of stationary and portable steam-generating 
apparatus (pp. 5-19). The meaning and object of each section of the 
law are discussed, their application to the various industries explained, 
and directions are given how to conform to the spirit of the regulation. 

In chaps. i to v (pp. 21-199) factory buildings, their motors, 
machinery, and mechanical appliances are considered. We learn that 
in compliance with the various sections of the laws, motors, flywheels, 
shafting, pulleys, hoist- and hatchways, stairways and landings, vats 
and pans, wherever so situated as to be a source of danger to working 
people, must be railed or fenced in. ‘Iwo hundred and five cuts illus 
trate practical safety devices for all sorts of machinery. Useful shields 
for gearing and friction cones, safety couplings and collars with pro- 
tected set-screws are shown, and their application explained. There 
are designs for automatic doors and safety catches for elevators, and 
formula by which to determine the safe running speed of pulleys and 
the diameter of shafting. Considerable importance and space are given 
to woodworking machinery (pp. 123-170), and numerous safeguards 
of varying construction for circular saws are exhibited. To consider 
them singly would lead too far. Suffice it therefore to say that all 
have for their object the protection of the operator against the many 
serious accidents which are liable to occur by careless operation or 
from various other causes. Guards for band saws, for jointers and 
wood shapers, are also presented, and practical shaft attachments for 
putting on or taking off belts from pulleys. Emery wheels and grind- 
stones are shown provided with safety hoods, flanges, and other appli- 
ances. 
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The importance of furnishing operators in factories with means by 
which the motive power, in case of accident, may be quickly discon- 
nected, is the subject of chap. v, and figs. 206 and 207 exhibit two 
designs for this purpose. Many accidents occur in oiling, cleaning, or 
repairing running machinery, and chap. vi. is given to directions for 
personal safety while so employed. Fire precautions, fire escapes, and 
fire extinguishers are the subjects of chap. vii and a formula is given 
by which to arrive at the number of exits and stairways required for a 
workroom in order to get a given number of persons out of the build- 
ing in case of fire. The installation of electrical machinery, generators, 
accumulators, and transformers has been considered in chap. viii ; and 
section 18 of the factory law, prescribing the style of dress to be worn 
by operators of machinery, is related in chap. ix. Chaps. x to xiii 
treat of dangers from burning or scalding by chemicals, molten metals, 
and steam ; instructions are given how to handle inflammable material 
and explosives, to guard against steam boiler explosions or those of 
gases, chemical compounds, and gases in blast furnaces, as also against 
asphyxiation in chemical industries. Laws regulating the employment 
of women and children are the contents of chap. xiii. The weight 
which a child of given age is allowed to carry, to move on a push-cart, 
or by wheelbarrow, is fixed by legal status. 

In chap. xiv the author has collected opinions of different govern- 
ment inspectors of the French Republic as to the effectiveness of the 
present labor regulations and recommendations for improvements. 
Instructions as to what to do in case of accidents, or first aid to the 
injured, close the work —a matter which deserves wide circulation in 
factories and workshops. 

On one point M. Razous’s scheme is open to objection. In safe- 
guarding machinery there is danger of overdoing things, thereby not 
only impairing the usefulness of the machine, but at the same time 
making the employee careless as to his own safety, and so defeating 
the purpose of the whole. 

The various safety devices for circular saws, presented in this book, 
for instance, have fully attained the purpose of guarding the saw, but 
the man behind such a machine simply has become an automaton. 
An American woodworker would rather quit his job than to work on a 
saw with such incumbrances. What he wants is a good and solid 
table, a true running saw with teeth set to suit his work and sharp 
cutting edges, and an adjustable steel splitter back of the saw with an 
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adjustable short steel guard reaching forward over the saw’s circumfer- 
ence, put there for the purpose of arresting any piece that might be 
hurled from the saw. He wants to see the object upon which he is 
working and he realizes that his watchfulness is the best safeguard. A 
jointer guard to which an American woodworker will not object has 
yet to be invented. A good table, true and sharp knives, and a light 
adjustable side gauge are sufficient protection to him. The danger 
lies rather in the desire to replace the skilled workmen by unskilled 
labor, and a first preventive against accidents on high-speed machinery 
should be legal prohibition against employing unskilled persons on 
them. 

Nevertheless, this work cannot fail to be highly appreciated by the 
manufacturers of France, factory superintendents, and employers’ 
liability insurance companies. It is worthy to rank with the Aas 
de Mulhouse and the bulletins of the Association des Industriels de 
France contre les accidents. It will give einployers valuable informa- 
tion which, if followed out, will aid in reducing the number of acci- 


dents to the men behind the machine. 
JuLius MoeERscH. 
St. PAUL, MINNESOTA. 


Le developpement économique dela Russie. Par J. Macuat. Paris: 
Librairie Armand Colin, 1902. 8vo, pp. xvi + 311. 


Russia has within the last decade sprung into prominence as an 
industrial country and a field for foreign investors. To satisfy the 
interest of the western public in her natural resources and economic 
opportunities, the Russian government published a volume of statistics 
and descriptive matter in French for distribution at the Paris exposi- 
tion of 1900. ‘The information contained in that volume forms the 
basis of the work of the French author; this has been supplemented 
by a few other official publications and magazine articles in French, 
German and English. Of the authors perused should be mentioned 
Professor Schulze Gaevernitz, who is familiar with the Russian language, 
has lived in Russia and is recognized asa thorough student of Russian 
conditions. To the student who reads German and French Mr. 
Machat’s book offers nothing that is not as easily accessible in the 
sources from which he has borrowed. There is no attempt to scrutin- 
ize the official material given to the public by the Russian ministry of 
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Finance; as ¢. g., where the Russian budget is said to have shown for 
over ten years an excess of incomes over expenditures (p. 20). The 
general tone is accordingly quite optimistic. That “Russian mills 
cannot be killed by overproduction” (p. 17) sounds peculiar in the 
presence of an industrial crisis which has swept out of existence many 
a foreign investment. The book must have been in press at the time 
the crisis broke out; to meet the situation, the author has added a 
little note (p. 311), mentioning the fact with the following comment : 

In a book intended to give a general view of the economic development of 
Russia and her future prospects, the author has not thought it necessary to 
take account of an accident, by the way of a rather local character. Similar 
crises are common today, of which Germany has recently given proof; they 
can delay, they cannot stop the progress which is in the very nature of 
things. Their causes and effects cannot be justly appreciated until many 
years are over. 

The crisis is described as local because it primarily affected the iron 
and the coal industry. Still from the place occupied by coal and iron 
in the economics of modern nations, it might be argued even @ priori 
that a crisis in those two industries could not fail to involve the entire 
industrial system. In fact, it brought in its train a banking crisis, 
which resulted in a series of financial failures and a general depression 
of trade in Russia. It would seem that some reference to the crisis 
might not be irrelevant at least when it is shown that the production 
of iron ore more than doubled within six years (p. 36), that the pro- 
duction of pig iron nearly trebled (p. 182) and that of steel increased 
by 400 per cent. since 1890 (p. 190), or that the production of coal 
nearly trebled within the same period (p. 45). It is just possible that 
the present crisis may have some causal connection with what might 
upon a thorough analysis prove an artificial over-production, fostered 
by over-speculation. This at least is the ground taken by the Russian 
Minister of Finance, in a communication which appeared in the 
Vestnthk Finansov. 

Still this isa good little book for one who seeks a general acquaint- 
ance with Russian industrial conditions. The information is as 
accurate as its sources, but has the inestimable advantage of being 
worked up by a Frenchman; and a Frenchman is always true to the 
rule laid down by Voltaire: “Al! kinds of literature are good except 
the tedious.”” The book is anything but tedious. It has style in it, 
it is an attractive presentation of a subject at times dry. The author 
knows how to bring out the salient points, using facts as illustrative 
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of his propositions and thus impressing both facts and comment 
upon the-mind of the reader. 

The book is divided into seventeen chapters, dealing with metals 
and minerals (III), coal and oil (IV), forests (V), the fisheries and 
hunting (VI), farming, more especially stock raising, the production 
of breadstuffs, sugar beet, flax, hemp, cotton, etc., and Russia’s place 
in the grain market of the world (VII to X), the iron industry (XI), 
the textile industry (XII), copper, chemical products, beet sugar, 
alcohol, liquors and leather (XIII), transportation (XIV and XV), 
foreign trade (XVI) and the tariff (XVII). 

The author dwells upon the development of a rural proletariat 
within the village community. The undeveloped state of transporta- 
tion is discussed and the interesting fact is brought out that the great 
fairs at Nizhni-Novgorod and Irbit are steadily declining with the exten- 
sion of the railway system. In their stead local markets for particular 
products are growing in number and importance. The development 
of the Russian cotton mills, fostered by the Russian tariff, is portrayed 
in detail; the consumption of cotton in manufacturing establishments 
appears to have doubled within the last ten years; to-day Russia holds 
second rank as a producer of cotton prints; many foreign manufac- 
tures have been entirely driven from her markets by domestic products. 

The point of view is that of a Frenchman concerned for the inter- 
ests of his country in the growing Russian trade and commerce. The 
author clearly shows that France has but a meager share in the Rus- 
sian foreign trade, the bulk being controlled by Germany and 
England. The United States are ahead of France in the markets of 
her ally. In other words, the Franco-Russian alliance is devoid of a 
lasting economic foundation, whereas there is a close mutual economic 
interdependence between Russia and Germany. ‘The fact is sugges- 
tive of the future international relations between the great powers on 


the continent of Europe. 
I. A. Hourwicu. 
THE COLUMBIAN UNIVERSITY. 


Educated Working Women. (Essays on the Economic Position 
of Women Workers in the Middle Classes.) By Ciara E. 
Cottet, M. A., Fellow of University College. London: 
P. S. King & Son, 1902. 12mo, pp. vi + 143. 

Ciara E. CoLiet, the English writer on the problems of woman, 
might be regarded by some of the radicals as a reactionary in that she 
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admits some difference in the aptitude of men and women for certain 
kinds of work; this difference should lead to co-operation between 
men and women, rather than competition, she maintains. 

There are a number of neglected phases of the woman problem 
which she takes up here. For instance, she says that the false value 
put upon the professional and leisure classes by Society inclines the 
educated woman of the middle classes to look down upon the practical 
men. 

Brain-power is worshiped, and as people with brains are not encouraged 
to exercise them in a practical direction, the possession of brain-power is not 
ascribed to those who do not display capacity or liking for classics or mathe- 
matics or the abstract sciences. And the whole tendency is to compete with 
men where men are strongest. And here, socially, morally, and economi- 
cally, we are making a great mistake. We are narrowing women to one 
kind of education, which would cut off the majority of them from sympathy 
with the men in their own class. 

Socially, therefore, the educated woman at present is isolated from her 
class and suffers in consequence. Morally she suffers, for she is not develop- 
ing her natural powers. A woman’s emotional nature is different froma 
man’s, her inherited experience is different, her tastes are different, and — 
greatest heresy of all nowadays — her intellect is different. It is a common 
thing to say that there is no sex in intellect. If the upholders of this theory 
mean that from two given premises the same conclusion must be drawn by 
men and women whenever they think rightly, of course no one can deny it. 
But this purely deductive work can be done by machinery. The real work 
of intelligence is the induction which supplies the premises, the selection of 
premises suitable to the purpose in view and the application of the conclusion. 
The working of intelligence is prompted, strengthened and directed by 
interest and emotion ; and here it is that men and women differ, and always 
will differ, a woman inheriting, as she does, with a woman’s nervous organi- 
zation, a woman’s emotional nature. 

It is on this difference between men and women, amidst much which is 
common to both, that I build my hopes of women’s success in the future. 

With this difference in mind, the Englishwoman discusses the 
economic position of woman in England. Undoubtedly there is much 
more reason for dissatisfaction there than in this country, but the 
whole situation rests upon the industrial basis whose general rules of 
supply and demand and of “living wages’’ are the same everywhere. 
And the subtle influences of the prospects of marriage are the same, 
and to some extent equally detrimental to concentration of thought 
and energy upon the work in hand. But, whereas “‘the incapacity of 
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a man is referred to the man himself; that of a woman is credited to 
the sex,” and thus it is that the position of woman always appears 
dependent upon the behavior of any individual woman who has laid 
claim to other than domestic honors. 

A statistical treatise upon marriage which the author includes in 
her essays proves little except for the communities where the figures 
are gathered, and there, as in New England, the greater number of 
women than men makes it appear little less than ridiculous to urge 
all women to marry. The competition would become intense. 

By far the most interesting portion of the book to the lay reader is 
that given up to a discussion of Mrs. Charlotte Perkins Stetson’s ideals. 
The English critic of the American woman sums up in thirteen para- 
graphs the arguments of the whole book, and then points out a lack 
of logic. She disagrees with Mrs. Stetson’s belief that the wife must 
be economically independent of the husband. 

Mrs. Stetson makes no distinction between the effects of economic depen- 
dence before marriage and economic dependence after marriage. But pro- 
vided that before marriage a woman is able to support herself with sufficient 
ease to render her a free agent, and that she retains the Jower of being 
self-supporting should economic necessity from any cause arise after mar- 
riage, what is the objection to pecuniary dependence on the husband? I see 
none whatever. 

That is a question worthy of still fuller discussion. 

Miss Collet says that unfortunately the married woman in the 
working classes is, in large numbers, already independent of her hus- 
band ; “and there is no greater slave to her husband than the woman 
who receives no support from him.” 

The closing paragraph is cleverly satirical— one wonders what Mrs. 
Stetson would reply, when it is said: “She is never so childlike as 
when she imagines she is most daring. And the charm of the book is 
its excessive femininity. What she says, even when not absolutely 
absurd, may be of little importance ; but her feeling is so genuine and 


strong as to merit respect and attention.” 
CHARLOTTE TELLER. 
DENVER. 
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BENEVOLENT AND PROVIDENT ARRANGEMENTS OF 
FRENCH RAILWAY COMPANIES. 
Compiled by LEOPOLD KATSCHER, 
Budapest, Hungary. 

In 1844 the manager of the Paris-Orleans Railway, Frang¢ois 
Bartholony, gave admirable expression to the principles that should 
animate directors of such undertakings: ‘‘ To all those who serve our 
company and contribute toits prosperity, it behooves us to give an 
interest in that prosperity; that isto say, we should stimulate their zeal, 
reward their exertions, raise them in their own esteem and in that of the 
public — in a word, attract to us capacity. By every such measure we 
shall reap direct and indirect advantage. Moreover, the men who spend 
their lives in our service ought never to find themselves within sight of 
destitution. If the retired officials of a great administration are allowed 
to come down too low in the social scale, its dignity is bound to 
suffer.” 

It has been the constant policy of French railway managers to 
make old-age provision for their servants. The gradual progress 
which they have in course of time achieved in their provident arrange- 
ments offers a study of no little interest. The efforts of the companies 
and the results obtained, afford models worthy of imitation, and 
deserve the attention, not alone of those whom the subject more par- 
ticularly concerns, but of every friend of the workingman. 

Before we enter upon a systematic and detailed survey of an 
instructive mass of accumulated experience, a few interesting general 
statistics will be given. In 1897 there was spent for benevolent 
purposes : 

By the Eastern Railway, nearly 9,000,000 francs, that is, 4524 per 
cent. of their dividend. 

By the Southern Railway, considerably over 6,000,000 francs, or 
2g per cent. of their wages and salaries fund. 

By the Paris-Lyons & Mediterranean Railway, over 13,000,000 
francs, or 30 per cent. of their dividend. 

By the Paris-Orleans Railway, almost 9,000,000 francs, or more than 
a quarter of the dividend. 
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The Western Railway allows its benevolent fund annually to absorb 
a round 25 per cent. of its wages and salaries fund. 


1. ANNUITIES (PROVISION FOR OLD AGE, PENSIONS) OF THE 
PERMANENT STAFF. 

1. State railways.—The pension fund is fed (1) by deducting 5 
per cent. from the fixed pay of officials and workmen concerned ; (2) 
by 1o per cent. derived from the wages and salaries fund (the payments 
under the first head being made by the employees, under the second by 
the company); (3) by yield of interest on the pension fund’s capital ; 
(4) by all manner of gifts and subsidies from the administration, (5) by 
a portion of the money fines. On retirement or dismissal, all money 
paid in is refunded, but without interest ; similarly in case of death. 
Pensions are due after the age of fifty-five, and after twenty-five years 
of service. In certain special circumstances, clearly set forth in the 
rules, the claim may arise in part at least even earlier. The usual 
pension is calculated on exactly the same scale as that of the Eastern 
railway. If pensioning takes place before the accustomed time, the 
old-age annuity is reduced by a fiftieth of its average amount for as 
many years under twenty-five as have been withdrawn from the recog: 
nized period of service ; but in the case of any railway servants who, 
after fifty years of age and twenty years of service, shall have become 
unfit for work, no such reduction takes place. There is also a large 
class of employees whose claim to a pension begins with their fifty-fifth 
year, without the condition of their having served twenty-five years ; 
these receive for each year of service a fiftieth of the average receipts 
of their last six years of service. No pension can exceed three-fourths 
ot the average salary of the recipient during his last six years of 
service ; the highest amount of a year’s pension is 6,000 francs. 

As soon as a man attains to the enjoyment of a pension, he can 
claim the refunding of his entire pension-fund payments, but this step 
causes the pension to be reduced by one-half. The pension for widows 
or orphans amounts to half of the pension granted toa man; a widow 
with children will share with them the pension. The death of an 
employee while in the discharge of his duties, even after but fifteen 
years of service, entitles his family to their full pension, provided that 
the man had been married for not less than three years. 

2. Eastern Railway.—The staff of permanent officials and work- 
men, numbering collectively over 20,000, has a separate pension fund, 
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into which meinbers pay 3 per cent., while the company pays 12 per 
cent. of the wage and salaries fund. This offers the following advan- 
tages: (1) After a man’s fifty-fifth year and twenty-fifth year of 
service, he is entitled, if he have made the due payments, to a pension 
that shall be equal to half the average amount of his fixed pay during 
the six years of his highest earnings. With each successive year’s sub- 
scription the pension rises by a sixtieth of the fixed pay, and may go 
up to three-fourths of the same, while, however, in no instance exceed- 
ing 9,000 francs. (2) In the event of permanent unfitness for work, a 
man can, after fifteen vears’ payments, and irrespective of age, claim 
an annuity, and actually get, per year of payment, from a sixtieth to a 
fiftieth of the average (as stated under paragraph 1) of fixed salary. A 
like pension may under certain conditions be also obtained on a man’s 
quitting the company’s service, even without his becoming invalided. 
(3) Widows’ and orphans’ pensions equal half members’ pensions. (4) 
The lowest pensions are (irrespective of age): after fifteen, twenty, and 
twenty-five years of subscription, respectively, 300, 450, 600 francs 
(widows and orphans 250 to 365 francs). (5) Anyone who leaves the 
service of the company without having a pension assigned him can 
claim the refunding, together with interest, of the payments he has 
made. (6) Should the pension not exceed 2,000 francs, the pensioned 
member will yearly receive out of the provident-fund, to be mentioned 
presently, the amount of monthly wages or salary drawn during the 
period of activity. 

In the year 1897 the company made a donation to the pensions- 
fund of 4,759,917 francs, while the fund disbursed 6,204,689 francs, in 
which sum accident pensions are not included. Moreover, there was 
paid to employees who left the service without having a claim to an 
annuity, a clear 100,000 francs by way of refunding of payments and 
interest. 

3. Southern Railroad.—The provision-for-old-age fund was founded 
in 1856 ; its present organization dates from the years 1891 and 1894. 
Its benefits are shared by the regular staff, and by the men employed 
in the storehouses and workshops. Members pay in 3 per cent. of 
their salaries, to which the company adds what equals 15 per cent. of 
the joint pay of all the members. A pension can be claimed at the 
age of fifty-five, and after twenty-five years of payment, and, indeed, 
on half of the average of pay of the six last years of service ; but, should 
the average pay of the total period of service be more favorable to the 
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members, the calculation of the pension will be made on this basis. 
For every year of service after the twenty-fifth, a fiftieth of a man’s 
average receipts will be added to them; the pension may not, how- 
ever, exceed two-thirds of the average, nor amount to more than 
8,000 francs. 

A man who becomes unfit for work is entitled to claim a pension 
after even fifteen years’ payment ; he then receives a fiftieth of his 
average pay for each year of service. 

A man who leaves before being qualified to receive a pension, or 
who is removed or dismissed, can claim only to have his payments 
refunded without interest. The company will, however, in many such 
cases, consent to smaller pensions, provided the person concerned can 
show a record of not less than fifteen years’ payments, and has not 
been dismissed for insubordination, intemperance, dishonesty, or con- 
tinuous neglect of duty. Undivorced widows can claim a half-pension, 
provided the marriages have taken place not less than five years before 
the cessation of service on the part of the employee. If there be no 
widow duly entitled to a pension, any orphan children of less than 
eighteen years, whom there may be, can enter upon the enjoyment of 
a like annuity (namely, half the original amount) until they come of 
age. Survivors of an employee who has served less than fifteen years 
receive no annuity, and the half only, without interest, of the pay- 
ments made by the deceased. 

On December 31, 1897, the subscribing members numbered 
roughly 15,000. ‘There were 4,728 pension-holders, of whom more 
than half were in the enjoyment of the normal or average annuity. 
In the course of the year 1897 holders of pensions drew something 
like 3,000,000 francs. The funds involved at the present time amount 
to a round 63,000,000 francs. 

4. The Northern Railway.— Persons qualified for pensions fall into 
three categories: those respectively who formed part of the regular 
staff before May 1, 1896, and those who come after that date, and, 
lastly, the so-called “ classified.” ‘ 

A. For those who were installed before May 1, 1896, there exist 
two kinds of pensions. One of these is calculated upon the payments 
made by qualified claimants; the other, upon yearly concessions from 
the company. For the former 3 per cent. is deducted from fixed pay, 
and placed in the national pensions fund toaccumulate. The old-age 
income yielded by it may begin to be drawn at as early an age as 
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fifty, unless a man still desires to remain in the service of the com- 
pany, in which case the annuity begins only at the moment of his 
retirement. ‘The pensions granted by the company may begin after a 
man’s fiftieth year, and after his twenty-fifth year of service, if his 
work has been sedentary. In the case of one who has been employed 
on active work, twenty years of service will suffice to win the pension. 
One who, in the course of service, becomes unfit for work, enters yet 
earlier on the enjoyment of a pension. Calculation of annuities is 
made per years’ service, with an eightieth of average pay during the 
last six, or six most highly paid, years. The company has founded 
a special pension reserve fund, to which it now annually devotes 9 per 
cent. of its wage and salaries fund. In 1897 the company paid nearly 
5,000,000 francs for pensions coming under this head. 

B. The old-age annuities of persons engaged after May 1, 1896, 
are derived from deduction of 5 per cent. for three years from their 
regular salaries; of 7 per cent. during the next three years; of 8 per 
per cent. during the third three years; of 9 per cent. from the tenth 
year till the thirtieth (inclusive), and after that again of 5 per cent. 
The deductions and the additions are paid quarterly into the state pen- 
sions fund, and to the account of each individual claimant. Every 
account-holder receives a small account-book which, under all circum- 
stances, remains his own property, even should he on any ground 
whatsoever leave the company’s service. ‘The warrant to draw pension- 
money begins with the fiftieth year, or later, should a man desire to 
defer the period of retirement; but in no case later than the end of 
the sixty-fifth year. In 1897, 121,487 francs were drawn by the mem- 
bers of this group; the payments relative to the same made by the 
company amounted to some 89,000 francs; a rough total, taking these 
two sums together, of 210,000 francs. 

C. In the third group, the pensions are derived similarly to those 
in the second, but the rates of percentage are different. 

The deductions amount only to 3 per cent. of the regular salaries 
of those concerned; in the next nine years they reach 4 per cent; 
in the sixteen years that follow, 5 per cent.; and after the thirtieth 
year, again 3 per cent. Those employees whose service in the company 
dates from before May 1, 1896, and who come under the schedule of 
the “classified,” need not, unless they choose, consent to any deduc- 
tions ; in that case, the board on its part makes them no contribution. 
In 1897 the percentage from salaries came roughly to 296,000 francs, 
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the contribution, by chance, to about as much. Together they 
slightly exceeded 593,000 francs. 

5. Paris-Orleans Railway.—This company had in the year 1844 
conceded to its permanent staff a claim to profit-sharing. As soon as 
the shares in one year have yielded 20,000,000 francs of interest and 
super-dividend, 15 per cent. of any such net profit shall be made over 
to the staff. Should the surplus exceed 9,000,000, the staff receives as 
its share only 10 per cent. of the next 3,000,000, and merely 5 per 
cent. on the remainder. The share of each individual will to the ex- 
tent of a tenth of his wages or salary be placed in the state pensions 
fund to go toward a provision for old age. The rest, whatever it be, 
is paid in cash. As, in consequence of the great increase of the rail- 
way network, the number of claimants has considerably multiplied, 
and, as the above bonus rates are unfortunately very low, single bonuses 
since 1876 no longer come up to Io per cent. of the fixed income. In 
order to compensate for this deficiency the company completes the ro 
per cent., and for each employee whose salary falls short of 3,000 
francs, it adds another 4 per cent. on its own account. Individual 
account books remain in every instance the property of the parties 
concerned or their survivors. After a man’s fifty-fifth year, and 
twenty-fifth year of service, the pension must make up half the average 
of the last six years’ pay. If the amassed capital does not suffice to do 
this, the company supplies what is wanting. For each subsequent year 
of service the old-age annuity rises by a fortieth (in the case of other 
railways from an eightieth to a fiftieth only) of the average, but in no 
case can it exceed three-quarters of this average. Anyone who is 
dismissed before his twenty-fifth year of service receives a proportion- 
ately smaller pension. A widow’s pension is in every instance reck- 
oned as half of the original claim. In 1897 the old-age pension fund 
for the company’s regular staff absorbed nearly 5,000,000 francs (in 
part made up from profit-sharing, in part from contributions). 

Those of the regular staff who have been rendered unfit for work 
by any accident that has befallen them while in the discharge of their 
duty, can claim a pension to the extent of half the average of their 
salaries during their last six years, less a fortieth for each year of ser- 
vice under the age of twenty-five, and an eightieth for each year under 
the age of fifty-five. The pension can, however, in no instance fall 
below 4oo francs. Those belonging to the remaining division of the 
staff will in like circumstances receive a uniform pension of 4oo francs 
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without reference to age or length of service. The widows and or- 
phans pension is always equal to the half, but at least 300 francs (in 
1897 a sum of 164,000 francs). 

6. Western Railway.—The pensions are placed partly in the com- 
pany’s, partly in the national pensions fund. . The former fund is fed 
by the administration with 12 per cent. of the wages and salaries fund ; 
while in order to invest the latter in the interest of the staff, 4 per 
cent. of salaries is deducted. The usual annuity amounts to half the 
average pay of the last six years of service. In the case of engineers 
and firemen it begins after the age of fifty-five, and after twenty-five 
years of service; for other employees and for all officials, five years 
later. For each subsequent year of service a sixtieth of the average is 
added. By whatever amount the sum credited to a claimant on the 
national pensions fund may, at the date of his being pensioned, fall 
below the appointed statutory rate, the necessary supplement must be 
made from the company’s pensions fund. In general, this latter must 
supply two-thirds of the usual annuity, since, in most cases, the sav- 
ings of claimants to a pension yield only one-third. Physical inca- 
pacity for service entitles a man, even before the due time, to a pension, 
the scale of which is fixed according to the length of his service. In 
regard to widows’ and orphans’ pensions, the same rule holds as that of 
the majority of companies hitherto mentioned. No employee’s pension 
can fall below 500 francs, no widow’s annuity below 250 francs. On 
December 31, 1897, there were 28,900 contributing claimants for old- 
age pensions, and a round 7,000 pensioners, among these some 3,000 
widows and orphans. In the course of the year 1897 pensions 
amounted to nearly 5,000,000 francs, while the company’s contribution 
to the pension fund came to far over 5,500,000 francs. 

7. Paris-Lyons-Mediterranean Railway.—This company’s pension 
fund was called into being in 1856, and completely reconstructed in 
1864. Its organization has undergone several changes, result of which 
has been to hold out even greater advantages to the staff. The last of 
these changes took place in 1895. ‘The employees who may claim the 
enjoyment of these advantages are such only as were permanently 
appointed before May 1, 1895. 

Into the fund flows 6 per cent. of claimants’ wages, and a sum 
equal to ro per cent. of these wages, as a contribution from the com- 
pany. The claim to pensions starts after fifty-five years of age and 
twenty-five years — and in certain cases even less— of service. In case 
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of unfitness for work, it begins after not less than fifteen years, without 
reference toage. Foreach year of service a fiftieth of the average salary 
is reckoned. Widows, or orphans not of age, receive half theemployee’s 
pension, If an official leave the company’s service before he has 
earned the right to a pension, his own payments, without interest, are 
returned to him ; in the event of his death, these same are handed over 
to his survivors. 

On January 1, 1898, the fund had over 36,900 members, a round 
12,200 pensioners (average pension goo francs), and a capital of over 
130,000,000 francs. 


II, PENSIONS FOR THE REST OF THE STAFF. 


State ratlways.—The Charitable club for the non-permanent staff, 
founded in 1880, under the patronage of the railway directorate. has for 
its purpose to procure pensions for its members and for the widows and 
orphans of members. If there be neither wife nor child, then help 
will be given to the deceased member’s parents, should these find 
themselves in need. The right tomembership depends on the follow- 
ing conditions: A candidate must have served at least six months, and 
he must not be under eighteen or over forty-five years of age. 
The direction of the association is in the hands of the manager of the 
state railways, along with six colleagues, whom he appoints, and seven 
of the general body of voting members. Into the funds of the asso- 
ciation are paid: (1) 3 percent. of the fixed salaries of members; if 
this 3 per cent. should come to less than 3 francs a month, the mem- 
bers concerned have the right, in order that they may enjoy the full 
advantages of the fund, to pay in 3 francs monthly. (2) The volun- 
tary contributions of honorary members (not under 2 francs monthly). 
(3) The subvention of the railway directorate (4) The yield of the 
fixed and floating capital of the club. (5) Every kind of gift and be- 
quest. (6) Payments (up to 400 francs per head) of members admitted 
for pension as being under fifty-five years of age, who by virtue of such 
payment may insure themselves a higher old-age annuity. (7) A por- 
tion of the fines money of the non-permanent staff. 

If a member is placed on the permanent staff, his membership ex- 
pires, and there is restored to him, without interest, the amount of his 
own payments. The claim of members to pensions begins with the 
close of their fifty-fifth year— or earlier, should they have become unfit 
for work. The amount of the pension depends upon the rate of the 
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interest (settled annually by the general council) to which the pay- 
ments of a member entitled to a pension are for the time being enti- 
tled. In the calculation of the annuities, one-half only of all other 
payments is taken into account. And, as has been stated, the club also 
affords assistance; such help is, according to circumstances, either 
temporary or of a lasting kind. 

Eastern Railway.—No portion of the salaries of the members of 
the non-permanent staff is subtracted for pensions. They are entitled 
to pensions corresponding roughly to those of group 4 - the same holds 
good of their widows’ and orphans’ annuities. These moneys are drawn 
from clear profits, and yield respectively, at the very least, after fifteen, 
twenty, and twenty-five years of service — irrespective of age — 200, 300, 
and 400 francs (widows’ and orphans’, 150, 200, and 250 francs.) To 
the widows and orphans of members of this group a round 680,000 
francs were paid in 1897. 

Paris-Orleans Railway.— The temporary staff and master workmen 
have a right, after five years’ service, to demand that for the future 2 
per cent. of their pay shall be subtracted, and shall, together with a 
contribution of like amount from the company, be paid into the 
national pensions fund, for the purpose of old-age provision. 
Over and above this every man receives, after the age of fifty-five and 
twenty-five years of service, an annuity of 350 francs. If he serve still 
longer, the tannuity increases by 10 francs per working year until it 
reaches its maximum of 4oo francs. Should the service end sooner, 
the annuity is reduced yearly by 5 francs. ‘The annuity for widows 
and orphans amounts to half (in 1897 almost 535,000 francs). 

Western Railway.— Since 1881, temporarily employed workmen of 
every branch of trade are admitted to permanent appointments, and 
can therefore have a share in the pensions funds. Yet there still 
remains a percentage of those who, by reason of age, can no longer be 
admitted. To such,a yearly annuity of 365 francs is assured. In 
1897 over 68,coo francs were so paid out. 

Paris-Lyons-Mediterranean.— For the temporarily placed staff, that 
is, those employed as trackmen, workshop artisans, and the like, the 
company formerly provided only by occasional allowances on dismis- 
sal, or small annuities. Now, however, to these also regular pensions 
have been assigned, and these are accumulated in the national pen- 
sions fund. Similar pensions fall to the share of that portion of the 
permanent staff which entered the company’s service only after May 1, 


is 
| 
a 
| 
| 
‘ 


654 JOURNAL OF POLITICAL ECONOMY 


1895. Four per cent. of their earnings are subtracted, and, together with 
from 4 to 6 per cent. contributed according to length of service by the 
company, paid into the state bank. Each claimant receives an entry- 
book, which remains under all circumstances his own property. If he 
should die before the date for pensioning, it belongs to his heirs, and 
so also if he for some reason or other leaves the service.. In regard to 
married employees of this division, one-half of the accumulated amount 
of their own payments toward the pension will be credited to the wife’s 
account. That part which is drawn from the company’s contribution 
will be credited wholly to the husband. ‘The company makes a further 
concession to every member of their group above the age of fifty-five, 
and of twenty five years’ service, or should he become unfit for work, 
even after fifteen years of service, irrespective of age: a single com 
pensation, namely, on dismissal, equal to at least 4 per cent. of his 
average salary for a year’s service. This money, too, is paid into the 
national pensions fund for the purpose of provision for old age. If 
the usual compensation (4 per cent.) fails to yield an annuity of at least 
I per cent. per year of service, it will be adequately increased by the 
company to yield this minimum. This annuity money can, should 
the claimant desire it, be in half carried over to his wife’s account. 
The widow of one who, after at least fifteen years’ service, dies from 
injuries received while in discharge of duty, gets half of the aforesaid 
compensation-on-leaving money, which, if the husband had lived, 
would have been his due. In the year 1898 the number of persons of 
this group who had a claim to a pension was 20,000. 


Ill. BENEFIT SOCIETIES FOR OTHER PURPOSES THAN THAT OF PROVISION 
FOR OLD AGE. 

Eastern Ratlway.— Eastern Railway permanent officials pay 1 per 
cent. of their fixed salary into the aid fund, and the company pays a 
like sum. Its objects are: (1) To provide medical relief for all sick 
employees, without distinction; also medicines, baths, bandages, and 
all other necessary appliances for cure. ‘The salaries of the 170 doc- 
tors of the company are not a charge upon the fund, but are borne 
by the company. (2) Sick-money. If, in the course of service, illness 
or bodily injury be incurred, the full salary is received by the suf- 
ferer during the first three months of unfitness for work — generally, 
indeed, until entire convalescence or pensioning. If the injury or 
malady cannot be ascribed to service, the patient, if on the per- 


: 


FRENCH RAILWAY COMPANIES 655 


manent staff, receives full pay for ten weeks—in many cases for 
longer; temporary employees receive half-pay for a fortnight at the 
company’s expense. In the case of the first-named group, the sick- 
money is in half paid by the aid fund. (3) If a permanent employee 
who has ceased to be able-bodied is discharged without claim to 
pension, he gets back from the aid fund not merely his own con- 
tributions, together with interest, but also a like amount due to 
him from the company’s contributions; that is, 1 per cent. of his 
salary. The temporary employee in like circumstances receives from 
the company a fixed grant on discharge, reckoned upon his length of 
service and the number of his children. (4) In addition to the usual 
grants in cases of stress consequent upon domestic accidents, sickness 
in the house, and so forth, the aid fund in 1897 gave for purposes of 
this kind over 116,000 francs, and the company over 43,000 francs. 
(5) Burial-money. This item of expense, if death have come about in 
consequence of service, is exclusively borne by the company. (6) 
Death-money (to the amount of four months pay) for the survivors of 
permanent employees. Half is paid by the company, which also ccn- 
cedes, at its sole expense, fixed payments on death to survivors of 
temporary employees. 

In 1897 the Eastern Railway Company laid out for all the above- 
specified purposes a sum of 1,694,285 francs. (The amounts paid 
into the aid fund came to 375,451. francs; medical service, 234,514 
francs; sickness and death charges, 1,035,095 francs; medicinal 
drinks, 49,225 francs; while the aid fund itself contributed 646,219 
francs.) 

Southern Railway.— The members contribute to their aid fund 2 
per cent. of salaries; the company, 1% per cent. Its objects are: 
gratuitous medical treatment, inclusive of curatives ; sick-relief to the 
value of half the wages or salary; assistance in confinements ; burial- 
money ; assistance to members who, by reason of premature failure of 
health, have been obliged to quit service. (Anyone who, while in serv- 
ice, becomes temporarily unfit for work, receives his full wages or 
salary during the entire period of his illness.) In 1897 there were 
15,649 subscribers to this aid fund. 


IV. OTHER BENEFITS. 
A. SICK-NURSING AND FUNERALS. 


Western Railway.—(1) Gratuitous medical treatment of the per- 
manent staff, and of their families. Anyone whose income does not 
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exceed 3,000 francs also receives gratuitous medical aid. (In 1897 
this item consumed over 364,000 francs.) Distribution of medicinal 
drinks. (2) Sick-relief to the amount of half-pay for three months, 
very often even longer. Contributions for burial to the extent of a 
tenth of the dead man’s annual salary. Paris makes an additional 
allowance of 50 francs under this head, for the purchase of ground for 
a grave. (3) Temporary assistance where special attention is deemed 
desirable in case of money embarrassments arising out of illness or 
from additions to family (1897, roughly, 428,000 francs). (4) Assist- 
ance fund for temporary workers in workshops and stores, to aid in 
obtaining gratuitous medical attendance and curatives ; also to grant 
sick- and burial-money. Into this fund members and the company 
always pay 2 per cent. of wages and salaries. In 1897 the company 
spent for this fund over 75,000 francs. 

Northern Ratlway.— Gratuitous medical attendance (215 railway 
doctors are appointed), and, for the more necessitous workmen, also 
gratuitous medicines. These appointments cost in the year 1897 more 
than 710,000 francs. In addition to this, distribution of medicinal 
drinks and contributions to funerals. 

Paris-Lyons-Mediterranean  Ratlway.— Gratuitous attendance 
together with medicines for sick employees whose salaries do not 
exceed 3,000 francs. Sick people receive at least half their pay, often 
the whole. During the summer cooling medicinal drinks are distrib- 
uted ; warming drinks in the winter. 

Paris-Orleans Railway.— The entire staff receives gratuitous medi- 
cal attendance, as do also their families. Medicines may be claimed 
unpaid by those only whose income does not exceed 2,100 francs 
(1897, roughly, 402,000 francs). By way of sick-money, wages or 
salaries are paid either in full or in part. There are, in addition, in 
many cases extra aids for the sick poor. Medicinal drinks are served 
out (1897 over 160,000 francs). 

B. VICTUALS. 

State railways.— The provisioning department of the state railways 
provides its staff and their dependent families with the ordinary neces- 
saries of life. These are furnished on very low terms on the co-oper- 
ative system and at cost prices, but with the reservation that no one 
may take goods beyond the amount of a third of his salary or wages. 
This regulation is probably devised with a view to encouraging habits 
of thrift. The superintendence of this arrangement -— “stores” or 
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économat— is placed in the hands of a committee appointed by the 
head of the railway directorate. 

Western Railway.-— Likewise (since 1875) an économat which sup- 
plies all manner of useful articles and provisions at low prices. In 
1897 the turn-over amounted to about 1,126,000 francs. 

Eastern Railway.— The company gives its support (in 1897, to the 
amount, roughly, of 59,000) to the twenty provision clubs of the staff. 

Southern Railway.— Supply of articles of food at cost prices to all 
employees who desire them. In 1897 the company’s restaurant at 
Bordeaux sent out some 170,000 meals at cost price, at an average of 
47 centimes apiece. 

Northern Railway.— At several points along the railway network 
there are “‘stores”’ (économats), which, in their respective districts, sup- 
ply employees with all sorts of foodstuffs of best quality at far lower 
than current prices; also charcoal at a saving of 28 per cent. 

Paris-Lyons- Mediterranean Ratlway.—Eating houses at Paris and 
Villeneuve in connection with the numerous food clubs of the staff. 

Paris-Orleans Railway.—Food at cost price. At the Paris work- 
men’s dining house of the company a meal is offered for 53 centimes 
that comprises soup, meat, vegetables, and a quarter liter of wine. 


€. LODGING FACILITIES. 


Eastern Railway.— Over 3,650 employees have free lodgings, inclu- 
sive of light and heating. The estimated rent value of these gratui- 
tous dwellings amounts altogether to 1o per cent. of the salary or 
wages, and is entered in the fixed salaries account. Also the com- 
pany allows expenses of change of dwelling and removal. These are 
very generously estimated, and generally leave a profit over (in 1897 a 
round 2,672,000 francs). 

Northern Ratlway.—Free quarters in part, and in part very cheap 
dwellings in the excellent, very healthily placed workmen’s quarters 
that have been founded at several junctions. 

Western Railway.—Free lodgings, inclusive of heating and lighting 
for station masters, guards, and so forth; bed-rooms, bath-rooms, wash 
houses, etc., for the train hands. Numerous employees earning less than 
1,800 francs a year receive additions of from 50 to 250 francs toward 
their lodging expenses. 

Paris-Lyons-Mediterranean Railway.—Cheap, healthy dwellings in 
the so-called cottage colony at Laroche, where the company rents 
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yearly 124 houses of two, three, or four rooms for no more than 120, 
140, or 180 francs apiece. For 10 francs a year a garden of close upon 
half an acre may in addition be obtained. These letting prices yield 
the capital involved an interest of from 3 to 4 per cent. At Cullins 
the railway directorate gives away some 160 dwellings at from 180 to 
252 francs; at Paris and Veynes together 86 dwellings. 

Parts-Orleans Railway.—Grants at only 3 per cent. interest of con- 
tributions to such building companies as will bind themselves to let 
cheap and healthy houses to the railway’s employees. 


D. MONEY, LOANS, AIDS, GRATUITIES. 

Southern Railway.—In 1897 gratuities amounting to over 1,500,000 
francs were paid to deserving employees. 

Northern Railway.—Occasional aids to deserving officials or work- 
men whom illness or other mischance has brought into money diffi- 
culties (in 1897 about 82,000 francs). In cases of need, such as 
births, marriages, etc., advances at only 2 per cent. interest out of the 
“ Léon Say fund” of 100,000 francs. Between June 1, 1896, and June 
1, 1898, 735 employees received in this way 115,o00francs. This fund, 
founded by the directorate of the railway company, is managed by a 
committee of five chosen by the staff. Every year a certain number of 
employees’ daughters receive dowries of 1,000 francs. 

Eastern Railway.—Numerous employees (in 1897 over 8,000) re- 
ceive gratuities. (These amounted in 1897 to over 1,136,000 francs.) 

Western Railway. Loans free of interest to be repaid in monthly 
instalments, never to exceed one-tenth of salary (in 1897 close upon 
98,000 francs). 

Paris-Orleans Railway.—Sick employees or those burdened with 
large families receive various kinds of aid (in 1897 some 893,000 
francs). Individuals dismissed from service before their time received 
in 1897 altogether over 95,000 francs. Among officials and workmen 
whose incomes fall short of 3,000 francs was divided in that same year 
around sum of 1,132,000 francs. Within the same space of time the 


company devoted above 412,000 francs to other gratuities. 
E. SCHOOLS AND EDUCATION, 

Eastern Ratlway.—A number of technical and elementary schools 
for children of employees, together with 190 different kinds of scholar- 
ships. 


Southern Ratlway.— Gratuitous instruction of 210 children in the 
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company’s national school at Morcaux ; endowment of nine free bur- 
saries at a secondary school. 

Northern Railway.—Various contributions to schools. Stipends 
and foundations for subjects of study, also for higher schools. Further, 
a technical school for apprentices at La Chapella for workmen’s sons 
who desire to prepare for railway service. 

Western Railway.—Within the Paris Central have been since 1875 
a children’s school, a créche, and a home (in 1897 some 1,000 chil- 
dren. In connection therewith is a work school which gave employ- 
ment in 1897 to over 500 wives of railway workers, who earned almost 
38,000 francs. For this purpose the company paid during the year 
1897 a round 95,000 francs. Along with this ninety free entries 
into several schools for orphans and ten scholarships. 

Paris-Lyons-Mediterranean Railway.—At Paris the company sup- 
ports a workroom in which sixty-two girls — employees’ daughters —sew 
linen, and learn to mend, and twice a week receive instruction in the 
domestic occupations of women of their class. Similar arrangements 
exist at Laroche and Villeneuve. In both these places there are also 
children’s schools and créches. Moreover, the board undertakes the 
cost of 152 orphans of its staff at different institutions in France and 
Algiers. 

Paris-Orleans Railway.— Classes and lectures for the apprentices of 
the Paris workshops. In connection with the latter are also a school 
and a workroom for the children of employees. Ten free admittances 
to technical schools are open to boys, and for girls ten to an orphan- 
age (in 1897, 50,000 francs). 


F. ADDITIONS FOR INCREASED EXPENSES OF LIVING AND CONTRIBU- 


TIONS IN OVER-LARGE FAMILIES. 


Eastern Railway.—Additions for added expenses at places where 
the cost of living is heavy, or to cover special expenses: in 1897, 
about 117,000 francs ; alone at Paris during the great exhibition of 
1889, over 416,000 francs. Those of the permanent employees whose 
income does not exceed 2,000 francs receive, if they have three chil- 
dren under eighteen years of age, a monthly payment of four francs ; 
for each additional child, two francs more. In 1897 the company’s 
payments in this respect amounted to 101,000 francs. 

Northern Railway.—Additions of from 50 to 200 francs to married. 
employees who, with a yearly income below 1,800 francs, have more 
than two children (in 1897, a round 270,000 francs). 
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Western Railway.—Anyone who, with an income not exceeding 
1,600 francs, has more than two chiidren under sixteen years of age, 
receives from the third, up to the sixth child, a yearly addition of 24 
francs foreach. If he lives in towns where the cost of living is high, 
an extra yearly supplement of from 60 to 120 francs is added. In 
1897 the company disbursed for these two forms of supplementary 
benefits a round 700,000 francs. At times of quite abnormal dear- 
ness —- bad harvests, severe winters, and so forth— many employees, of 
those who draw less than 2,400 francs, receive supplementary pay 
(during the great Paris exhibition of 1889, 605,000 francs). 

Southern Railway.— Grants supplementary payment at times when 
rate of living is high. 

G. PREMIUMS. 

Eastern Railway.— The engineers and firemen receive bounties for 
cost of living, sickness, heat saving, etc., which premiums enter into 
the wages and salaries account of the company. These, in 1897, 
amounted to 2,226,000 francs. 

Northern Railway.—Premiums for starting the trains punctually, 
and for saving fuel, etc.; mileage money. 

Western Railway.— Grants all sorts of premiums. 
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Il.—On Life-tables. By T. E. HAYWARD, M.B. 
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Decennial Publications 


This series was planned in connection with the celebration of the completion of the first ten 
years of the educational work of the University of Chicago 
exemplify the material and intellectual growth of the University during its 


The following preprints from the quarto series are ready: 
The Velocity of Light, by Albert A. Michelson (25 cents, se?) 
On the Text of Chaucer’s Parlement of Foules, by Eleanor Prescott Hammond (s0 cents, ne?) 


Concerning the Geodesic Curvature and the Isoperimetric Problem on a Given Surface, and Proof 
of the Sufficiency of Jacobi’s Condition for a Permanent Sign of the Second Variation in the 
So-called lsoperimetric Problem, by Oskar Bolza (bound together, 25 cents, #e?) 


On ba Production and Suppression of Muscular Twitchings and Hypersensitiveness of the Skin by 


The Treatment of Nature in the Works of Nikolaus Lenau, by Camillo von Klenze (75 cents, me?) 
The Physical Characters of the Indians of Southern Mexico, by Frederick Starr (75 cents, ne?) 


the Weight of the Central Nervous System of the Frog from the Weight 
'y, by Henry H. Donaldson (25 cents, se?) 


the Modern German ane, Das and Was, in Clauses Dependent u Substanti- 
Adjectives, by Starr Willard Cutting (25 cents, e/) _ 


_The Life and Repentaunce of Marie Magdalene, by Lewis Wager, 1767, edited with an Intro- 
duction, Notes, and Glossarial Index, by Frederic Ives Carpenter, $1.00, net 


The Second Bank of the United States, by Ralph C. H. Catterall, 
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Lest. Die Schiatzung von Grundstiicken fiir die Beleih 
von Ivo Liirzeter. Die Erhebungen der Gewerbe- Asneiches- 
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Poe; 2. Artike] (Schluss). Aus venetianischen Handlungs- 
biichern, Ein Beitrag zur Geschichte des Grosshandels im 15. 
Jahrhundert ; von H. S1EVEKING; 2. Artikel (Schluss). Ueber 
die Notwendigkeit der Reform der Verwal ion in 
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Litteratur zum Biirgerlichen Gesetzbuch ; von PauL OERTMANN, 
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Zur Charakteristik der englischen Industrie; von W, Has- 
Bach. Zur Vorgeschichte des deutschen Zollvereins; von 
CuristiAN Eckert. Ueber Organpersénlichkeit;. von Huco 
Preuss, Der individualistische Stindestaat in Deutschland; 
von Fettx NACHFAHL. Bauernschutz in den deutschen Terri- 
torien vom 16.-19. Jahrhundert; von Otro Hétzscu, Be- 
hérdliche Mindestloh in Australien; von EuGEn 
ScHWIEDLAND. Frauenarbeit in Frankreich; .von KATHE 
ScHIRMACHER, Unterstiitzungsverein deutscher Hutmacher; 
IL; von WALTHER Friscn. Zur Kritik der ungarischen Indus- 
triepolitik; von Jutius Bunzet. Das Feudalsystem in Ame- 
rika; von W. Bennett Munro. Geschichte des Bettel : 
von OLSHAUSEN. Kolonisation im spanischen Siidamerika 
von Kart Battop. Die Reichsbank 1876 bis” 1900; von 
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travaux de la des champs et la production du lait, par M. L. Grandeau.— 
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XX* siécle, par M. E. Macquart.— La philosophie de l’industrie, par M. Fréd. 
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PROFESSOR AN DER KAISER-WILHELMS-UNIVERSITAT, STRASSBURG 


GESAMTINHALT DES FUNFTEN BANDES 


I, Abhandlungen. 


Die reprasentative U h hode, von A. WV. Kiaer. Ueber die Notwendigkeit systematischer Arbeitsteilung 
auf dem Gebiete der Bevélkerungs- (Sozial) Statistik (I. Einleitende Bemerkungen zur Frage der Organisation der amtlichen 
Statistik), von H. Bleicher. Das Gesetz des sozialen Fortschritts, von G, M. Fiamingo. Einige Hauptgesichtspunkte der 
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II. Statistische Technik, 


Die Reorganisation der Statistik der Bevélkerungsbewegung in Oesterreich, von Dr. Fr. von Meinzingen. Die belgische 
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lichkeit der Ledigen und der Verheirateten; nebst Sterbetafeln derselben, berechnet fiir Bayern, von med. Dr. Prinsing. 
Statistik der Gewerbebetriebe in Mannheim, mit geschichtlichen Vergleichungen, von Dr. Gust. Heitnr. Schmidt, Die Straf- 
falligkeit auf dem Gebiete der vorsitzlichen Kérperverletzung in Oesterreich in vergleichender Darstellung, von Dr. H. Hoegel. 
Aus den Ergebnissen der gewerblichen Betriebszihlung vom 14. Juni 1895, von Dr. J, Goldstein. Die Verletzungen in der k. k. 
dsterr. Armee, von Dr. G. Rosenfeld. Die Hauptergebnisse der iiberpriiften Ssterr. Unfallstatistik der Jahre 1890-1896, von K+ 
Kogler. 


IV. Litteratur. 


Die Veréffentlichungen des Kaiserl. Statistischen Amtes iiber die Ergebnisse der Berufs- und Gewerbezihlung vom 14, 
Juni 1895 im Deutschen Reich, von Dr. G. v. Mayr, Eingehendere Besprechungen und Ueberschau eingegangener Biicher. 


V. Statitische Gesetzgebung und Verwaltung.—Verschiedenes, 


Bund besti gen iiber die Bearbeitung der deutschen Betriebsstatistik. Statistische Aemter in Deutschland 
und Oesterreich-Ungarn (Veranderungen und Nachtriage). Reorganisation der Landesstatistik in Ungarn. Geschichte der 
a ntlichen Statistik in Ungarn, von G. Bokor. Karl Becker, Ein Gedenkblatt, von Dr. Paul Kollmann, Ernst Engel ¢ und 
KV. Riecke ft. Untersuchung der deutschen Sprache in Bezug auf die Haufigkeit der WGrter, Silben und Laute. Die Statistik 
auf internationalen Kongressen und Versammlungen. Die Vorbereitungen zum neuen Zensus (1900) in den Vereinigten Staaten, 
vn Falkner. Zur deutschen von 1900, von Dr. G, v. Mayr. Wiirttemberg, Vereinigung der Statistik 
der Sterbefiille und der Tod h isation der Landesstatistik in den Niederlanden und Argentinien. Geschichte 
icr Organisation der japanischen Statistik. Sachregister. 
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secondary education in the United States. It is 
devoted exclusively to this field, is progressive, 
practical, and helpful, and is indispensable to every 
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THE BOTANICAL GAZETTE 


Edited by Joun M. Coucrzr. Published monthly, with illus- 
trations. Subscription price, in the United States, $4.00 
ayear; foreign, $4.50; single copies, 40 cents. 

The Botanical Gazette is an illustrated monthly 
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tive American journal of botany, containing contri- 
butions from the leading botanists of America and 
Europe. 


THE AMERICAN JOURNAL OF SOCIOLOGY 


Edited by Atsion W, Published bi-monthly, with 
illustrations. Subscription price, in the United States, $2.00 
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ology is to show that the “social problem” is both 
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made itself indispensable to Americans who are 
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Edited by President Wittiam R, Harper. Published quarterly, 
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French, and Latin, as well as in English. 


THE JOURNAL OF GEOLOGY 

Edited by T, C. Cuamperum. Published semi-quarterly, with 
illustrations. Subscription price, in the United States, $3.00 
a year; foreign, $3.50; single copies, 50 cents. 

Devoted to the interests of geology and the allied 
sciences, and contains articles covering a wide range 
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THE ASTROPHYSICAL JOURNAL 


Edited by Gzorcs E. Hare and Epwin B. Frost. Published 
monthly, except in February and August, with illustra- 
tions. Subscription pono the United States, $4.00 a 
year; foreign, $4.50; single copies, 50 cents. 

An international review of spectroscopy and as- 
tronomical physics. Invaluable to all who are in- 
terested in astronomy and astrophysics. 


THE JOURNAL OF POLITICAL ECONOMY 

Edited by J. Laurence LauGuum. Published quarterly, 
Subscription price, in the United States, $3.00 a year; for- 
eign, $3.40; single copies, 75 cents, 

This publication promotes the scientific treatment 
of problems in practical economics, and also con- 
tains contributions on topics of theoretical and 
speculative interest. 


THE AMERICAN JOURNAL OF THEOLOGY 


Edited by the Divinity Faculty of the University of Chicage 
Published quarterly. Subscription price, in the United States 
$3.00 a year; foreign, $3.50; single copies, 75 cents, 

The only journal in the world so catholic in its 
scope as to cover the entire field of modern investi- 
gation and research in all the different lines of 
theological thought represented by special fields and 
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THE ELEMENTARY SCHOOL TEACHER AND 

COURSE OF STUDY 
Edited by The University of Chicago School of Education, 
= Dewey, Director. Mrs, Etta F, Younc, Managing 
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tember, Subscription price, in the United States, $1.50 a 

year; foreign, $2.00; single copies, 20 cents. 
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and superintendents. Each number contains prac- 
tical plans for teaching in every grade from the 
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pedagogic schools. 
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The University Record is the official monthly pub- 
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Russian Political Institutions 


By MAXIME HOVALEVSHY 
Formerly Professor of Public Law at the University of Moscow 


A sketch of Russian Political Institutions, past and present. The author’s task has been to give a 
bird's-eye view of the internal development of Russia. 


Up to the present time the standard work on Russia for English-speaking peoples 
has been Mackenzie Wallace’s volume. The aim of Professor Kovalevsky’s book 
differs widely. Instead of aiming “to convey a general idea of the country and 
people” (as Wallace phrases his object), it is essentially expository—the history of 
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sections dealing with the emancipation of the serfs, local self-government, and, 
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310 pp., royal 8vo, cloth - - - $7.50 net; postpaid, $1.60 
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A Cooling 


TONIC 
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quenches abnormal thirst, re- 
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appetite, promotes digestion, 
clears the brain, overcomes 
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Horsford's 
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Phosphate 
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SOZUDONT LIQUID Cc 
SOZODONT TOOTH POWDER e 25¢ 
Large LIQUID and POWDER 

A dentist writes: 


“As an antiseptic and hygienic 
mouthwash, and for the care and pres- 
ervation of the teeth and gums, I cor- 
dially recommend Sozodont. I consider 
it the ideal dentifrice for children’s use.” 


SOZODONT is sold at the stores, or it will be 
sent by mail for the price. Mention this Magazine. 


HALL & RUCKEL, New York, 


Delightful After Bathing. After Shaving. 
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A positive relief for PRICKLY HEAT, CHAFING and SUN. 
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n price, perh pane than worthless Substitutes, but 
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an absolutely harmless germicide. 
It subdues the inflammation of the 
mucous membrane of the stomach, 
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to Light | 


Habit is strong; tue mind is 
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makes the will that breaks 
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ness to light. To be 
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ral food. In the Whole 
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* TION NECESSARY to NOURISH 5 
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Rexexexexexe, Hil TRAINS FOR home and 


ISVILLE 
IANAPOLIS 
CIN CINN I 


So VIA 


AND C.H.8D Rwy, will always be found - 


LUXURIOUS PARLOR AND DINING eee 
CARS BY DAY. to excel in an 
PALACE SLEEPING AND COMPART 

MENT CARS BY NIGHT. 

6 TRAINS DAILY BETWEEN 


CHICAGO AND ‘THE OHIO RIVER Pui IF Lavon 


a 
is Wheat, whole wheat and nothing but the 
i 
Louisville \|| | Ashevitle | 
a o 
| 
| 
— | 


R. KR. Donnelley & Sons Co. 


The Lakeside Press 
PRINTERS AND BINDERS 


THE PRINTING OF BOOKS DEMANDING TASTE AND CAREFUL EXECU- 
TION, PRIVATE EDITIONS, COLLEGE CATALOGUES AND ANNUALS A 
SPECIALTY. WE PRINT MORE FINE BOOKS THAN ALL OTHER HOUSES 
WEST OF NEW YORK. OUR NEW FACTORY, RUN ENTIRELY BY ELEC- 
TRICITY, IS THE MOST ADVANCED PRINTINC PLANT IN THE COUNTRY. 
THE LAKESIDE PRESS BLDG., PLYMOUTH PLACE, COR. POLK, CHICAGO. 


Our Engraving 


Of Wedding Stationery has , 
something to commend itself 
to people of taste and refine- 
ment over the common, ordi- 


nary kind. 


Our Prices 


Are as low as work of our 
standard can be named. 


We send you finely engraved 
plate and roo of latest style 
visiting cards for $1.50. 
Mono: and initial work 
asp ty. 

High class correspondence 
papers. 


$. D. Childs § Zo. 


C 140-142 Monroe St. 


N. Y., Chi., San F., Boston, Phila. and seven other cities. BRE De WE DK DR WE 


EREE MFE CO 
NY 
Tee COPER nas ane | must 
TWAT (7 15 A 
(78 ane accumacy im 


Never have to remove a paper to examine 
it when you file by the “SHANNON” (gen- 


Edison, Jr., Wizard Fountain Pen ST 0° 


AND ONE BOX WIZARD INH TABLETS 


As an inducement for you to try our WIZARD INK TABLETS ve will send an EDISON Ja, Fountain PEN 
Guaranteed 14 karat Solid Gold—with genuine Para Rubber Holder, beautifully chased, and 
one box of EDISON’S “‘Wizard”’ Ink Tablets (sufficient to make one pint) 


ALL FOR ONE DOLLAR 


By mail to any address on receipt of price 
Get an Edison Jr., none better Special terms to agents 


““““The Thomas A. Edison Jr. Chemical Co. 


Department ‘‘ P’’ 31, 33, 35 Stone St., New York 


| 
| 
A? SATISFACTION AS Youn COMER 4 
Yours raw | 
wine) Arch System—just push the on | x 
he top of the one you want over back on the 
arches. No lost or misplaced letters. Every 
paper, no matter how | has its place on 
the arches, and cannot get lost between other 
You never any others. It's the safest 


SPENCERIAN CARTERS INK: 


for, STEEL PENS 


sample special numbers f 


SPENCERIAN PEN CO. 
349 Broadway, NEW YorK Bookkeeper is Discriminating 


for booklet ‘‘Inklings”—Free 
THE CARTER’ s INK CO. - BOSTON, MASS. 


[THE SWAN PEN! == 4 


WANTED —A FOUNTAIN PEN 
with an even, adjustable feed ; 
one that can be relied upon not 


to drop ink. 
THE WRITING PUBLIC. 


FOR SALE AT 
THE EXCLUSIVE PEN STORE 
96 STATE STREET, (STEWART BUILDING) CHICAGO 
MABIE, TODD & BARD 


Select a pen for your WPitiNg — 
THE ‘SWAN’ FIL THE L 
Z Za 
LE 
CG 
Wi’ 
WY 
ZY WY We 


BES: 


-SSEND FOR. CATALOGUE 


TRADE MARK 
REGISTERED 


AULE.WIRT™. 
FOUNTAIN PEN, 


BLOOMSBURG! RAG 


Use SMITH PREMIER 
TYPEWRITERS 


W#Y not use a clean Fountain 
Because they possess those sterling features i 
that make them the most economical to Pen, one that will write and 


own. Good work all the time. write always, without skipping, 
The Smith Premier 
S| Typewriter Co., blotting, or scratching? 


Syracuse. N.Y., 
U.S.A. 


The above Fountain Pen is and 
Paris 1900... has been its merits 

the world for sixteen years, s 
Possible..... unconditionally guaranteed. 


Grand Prize, 


THE 


Leading Typewriter 
OF THE WORLD 


The Only POLYGLOT—Using a HUNDRED Type Shuttles in TWENTY-SIX 
Languages. All immediately interchangeable, Now adds to its Conceded Perfec- 
tions (Perfect Alignment, Impression, etc.). 


Each day has its cares Each day has its cares 
b opniwt hp Bo ympo newemcs 6aCe% 
Each day has its cares oh dia ow 

Apxstov TH huspa EACH DAY HAS ITS CARES 
Each day has its cares Gin jeber Dag hat Seine 


A CROWNING GLORY 


The Best MANIFOLDER, where QUALITY and QUANTITY are desired 
THE 
HAMMOND 

TYPE- 
WRITER 
COMPANY 


ra 69th to 7oth Street, East River 
NEW YORK, N. Y. 


Rattvroads and ™ 
Manusrfacturers 
| 
| | 
“oO 
> 
— —" 


“THE NAME IS EVERYTHING.” 


Esterbrook 


han absolute 
its excellence 


Jefferso 


Over 150A varieties of 
Jt 0 suit 


is a large, 


not a_ stub. 


every pur 
stationers have them, 


Accept no ¥ substitute. 


THE ESTERBROOK STEEL PEN CO. 
Works, Camden, N. J. 26 John Street, N. ¥. 


REMINGTON~ 
LEADS THE WORLD 


first-class, 
its 
meres confidence, 
dicates a good 
mss, 


tip 
Dixon’s 

American Graphite 
Pencils. 


The satisfaction of using a pen- 
cil that always does what is ex- 
pected of it, sharpens to a fine 
point, and in which the lead 
doesn’t break, either in sharp- 
ening or use, is not one of the 
least comforts to a busy person. 


Dixon’s Leads Don’t Break. 


Their grades never vary. 
Pencils for all uses, 


SNOXIO- 


each one bearing our trade- 
mark, the best of its kind. 


/f not sold by your dealer, send us 
10c. for samples worth double. 


Joseph Dixon Crucible Co., 
Jersey City, N. J. 


Densmore 
Does More 


Ask 
About It 


Densmore Typewriter 
Company 


309 Broadway, New York 


[blunt pen; | 
| 
= 
DIRECT ONS . 
| 
ie 
| 
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Burlington 
Route 


Dining Cars 
Service a la Carte 


UR 8,000 miles of rail- 
road reach out from 
Chicago, Peoria and 

St. Louis to all the important 

cities in the west and north- 

west such as 
ST. PAUL 
MINNEAPOLIS 
OMAHA 
KANSAS CITY 
DENVER 
If you are going to any of 
these places or to the Pacific 
coast, kindly let me send you 
time tables and other informa- 
tion about our train service. 


OSES are always on the tables, 
and delicate china, glass and 
silver add to the pleasure of a dinner 
well cooked and daintily served 


All the Season’s Delicacies 
at Very Moderate Prices 


P. S. Eustis, 
Gen’! Pass. Agt., C. B. & Q. R. R., 
CHICAGO, ILL. 


Big Four Route 


Correspondence 
Study == 


The University of Chicago 
Through the University Extension 


Offers instruction by correspondence in many Academy, 


FROM 
CHICAGO 
TO 


Indianapolis, Cincinnati, Louisville, 


the College, Graduate, and Divinity departments, including 
South and Southeast. ay 
PHILOSOPHY HISTORY 
DIRECT LINE TO socioLoey SEMITIC 
LANGUAGES CHURCH HISTORY 
Asheville, N. C., and Florida. BIBLICAL LITERATURE 
COMPARATIVE RELIGION, ETC. 
THE SCENIC LINE TO Degrees are not granted upon work done wholly by corre- 
but credit will iven for — 
t examination at the Nniversity, and thus t time 
Virginia Hot Springs and Washington, D.C. Ty veskdenee required for a degree may be shortened. 
via the Picturesque Work may be commenced at any time 


CHESAPEAKE & OHIO R’Y. = 


Special circulars wil] be sent on application to 


THE CORRESPONDENCE-STUDY DEPARTMENT 
THE UNIVERSITY OF CHICAGO 


CHICAGO 
W. J. LYNCH, G.P, & T.A, W. DEPPE, Ass’t G.P. &T.A* 
Special circulars explaining the work of the LECTURE- 
CINCINNATI, O. STUDY DEPARTMENT of the University Extension will 


be sent on appl.cation. 


J. C.TUCKER,G.N.A. 234 Clark St., CHICAGO 


| 
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ORCH ESTRA 


Healy’ and **Washburn’’ 


LYON & HEALY, . 38 Adams St.. t., Chicago, IM. 
‘The World’s Largest Music House. Selle ‘Bverything Known in Masie.”* 


PIAN 


Genuine Bargain 
We have hundreds of wy t Piqnos returned from renting 


in a Piano? 
which must be disposed o’ TS once. These pianos include 
Steinways, Knabes, Fischers, Sterlings and other well ——— 
by eannot be distinguishe: ed from new, yet 
discount. Uprights 
$135, $150 and és 
equal to man; pianos. 
pee pted. Freight is only writs 
at once for complete list and full particulars. You can make a 
ranted as represented. 


LYON & 


38 Adams St., CHICAGO. 
World's largest musie house; sell “Everything known in Masia,” 


Rare Old Violins 


gest and finest collection on this continent. 
Fine catalogu 50 fac-simile 
labels in Colors and Biosrap jes of all the 
noted makers. List and lo 
instruments $50 to 
payments may be folins sont on 
seven days examination. Formal Certificate 
of Genuineness with each —y ~ 


LYON & HEALY, * 


FOR EARLY FALL 


24 Years the 
Standard of Excellence 


Sanitary Underwear 
SPECIAL WEIGHTS FOR THIS SEASON 


[llustrated Catalogue Free, 
Showing also our various Jaeger articles. 


16 West 234 Street 
NEW YORK: 155-157 Broadw 
504 Pulton Stree 
PHILADELPHIA: 
CHIC 


230-232 Boylston Street 
1510 Chestnut Street 
82 State Street 


Agents In all Principal Olties 


enclosed in tiny cells 
of Woven 


the heat of the body 


with a of feeling 


UnderwearCo- 


Underwear he 


Franklin St- 
New York 


i 
Only True 
|) 
ng 
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Makes pictures in black and white, 
or in a variety of tones by the use 
of Cyko toner, It is the paper that 
enables you to produce the best print your negative 
is capable of giving. 
Art CyKo out-cykoseven Cyko. The ris 
very heavy and produces the most beau of 
prints. Doz. 4x5 Cyko w th Developer, 20 cents. 
If your dealer cannot supply you, send to 


THE ANTHONY & SCOVILL CO. 
122-124 Fifth Ave. (17th and r8th Sts.), New Yorx 
Atlas Blk. (Randolph St. and Wabash Ave.) , Cuicaco 


THE AL/TON’S ENGINEER. 
If YOU WILL SEND THE ADDRESS 
OF A PERSON WHO, WITHIN A YEAR, 
WILL HAVE USE FOR THE CHICAGO 
& ALTON RAILWAy 


(TERRITORY COVERED OUTLINED IN 
ABOVE MAP), WE WILL MAIL TO YOU 
A PICTURE, 44 X3 INCHES, OF THE 
ALTON’S ENGINEER. IF, IN ADDI- 
TION, YOU WILL TELL US IN WHAT 
PUBLICATION YOU READ THIS AD- 
VERTISEMENT, WE WILL SEND TO 
YOU A PAMPHLET ABOUT THE BIG- 
GEST CAMERA IN THE WORLD. 

Gro. J. CHARLTON, 

Passuncer Curcaco & 
Rartway, 
CHICAGO, ILLINOIS. 


Simple but not Severe 
Small but Serviceable 


these are the striking points of our new 
style 


STYLE 2360. 


Chapel Organ 


Its musical qualities are of a high 
order, as are those of all organs of our 
make. 100 styles for all uses. 


Masons Hamlin Co, 


BOSTON. NEW YORK. CHICAGO. 


CROWN 
PIANOS 


Noble in Tone 
Chaste in Appearance 
Durability Unquestioned 


GEO. P. BENT 


Manufacturer Chicago 


| 
Prints at Night 
| 
A 
£ f 
i ( MASON & HAMLIN | 


YO EXPENSES @ 


000 for Photographs 


ile development, of our photographic lenses and shi 
ther arepresenta 


simplest lens ou the cheepest camera 


Bausch @ Lomb Optical Co.’s 
LENSES or SHUTTERS 


must. have been used to make the pictures. That. is the only condition. The exhibits will 
be judged in classes such as en 


and the competen aan if Tyee 
most, es e 


Special Booklet, tells about. the Classes and Conditions 


Incorporated 1866 


Vacation Crips 


Do you weet yourell toa beyond dispute. 


That's a challenge and a fact demonstrated 


write for a copy of the wines Anastigmatio Aocurete 
Wabash Summer Book lativ 
possess relative 


Though 
giving a a great 3 
ith of ti 4 opening, actual practice demonstrates that 


valuable information. Write us 

stout ‘wip you The GOERZ L LENS j is the fastest 
those who travel. :: :: 33 

apply to your dealer or 
Balmer, A.G.P.A.. C. P. Goerz Optical Works, Room 6, 52 Union Sq., N.Y. 


, 
us 
is 
us tition including every class photography and from ti Ar 
~ 
7 
ts 
NEW Y CHICAGO 
THEM 
THE cATC ERY 
ov Ws : 
The GOERZ LENS is the fastest 
Lens the 8 
‘ 


COPYRIGHT, 1900, BY THE PROCTER & GAMBLE CO., CINCINNATI 


First draw the water nice and warm, and fill the little tub, 
Then on the sponge as soft as down, a cake of Ivory rub, 
A towel spread on Mary’s lap, a baby —all undressed: 


A splash, a dip, a foamy dash, then baby’s cradle nest. 
Ivory Soap — It Floats. 


| 
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In All Forrr 
Disease, Albuminuria of Pregnancy, Uric Acid 


Diathesis, Gout, Rheumatism, Lithzemia, Renal 
Calculi, and Stone of the Bladder, Etc., Etc. 


Dr. George Ben Johnston, Richmond, Va., ex-President Medical Society of Vir- 
ginia and Professor of Gyngcologg and Abdominal Surgery, Medical College of Virginia: 
‘IF I WERE ASKED WHAT MINERAL WATER HAS THE WIDEST RANGE OF 
USEFULNESS, I WOULD UNHESITATINGLY ANSWER BUFFALO LITHIA. It is a most 
valuable remedy in many obscure and stubborn conditions which, at best, yield slowly, if at all, to 
drugs. In URIC ACID DIATHESIS, GOUT, RHEUMATISM, LITHA2MIA, and the like, its 
beneficial effects are prompt and lasting. 

“Almost any case of Pyelitis and Cystitis will be alleviated by it and many cured, 

*] have had evidence of the undoubted DISINTEGRATING, SOLVENT, and ELIMINATING 
POWERS of this water IN RENAL CALCULUS, and have known its long continued use to per 
manently break up the gravel-forming habit. 

“It is an agent of great value in the treatment of the Albuminuria of Pregnancy, and is an 
* excellent diuretic in Scarlatina and Typhoid Fever. In all forms of BRIGHT’S DISEASE, 
except those hopelessly advanced, its good effects are pronounced. I believe it has been 
the means of prolonging many lives in this trouble.’’ 


John Vv. Shoemaker, M. D., LL. D., Professor of Materia Medica and Therapeu- 
tics in the Medico-Chirurgical College of Philadelphia, etc., in the New York Medical Journal, 
June 22, 1399: “The BUFFALO LITHIA is DOUBLY EFFICIENT in Rheu- 
matism and Gout. It dissolves Uric Acid and Phosphatic sediments, as well as other products 
difficult of elimination, while at the same time it exerts a moderately stimulant effect upon the renal 
cells, and thereby facilitates the swift removal of insoluble materials from the body. Without such 
action insoluble substances will precipitate in the Kidneys and Bladder. The intense suffering pro- 
duced by Stone, together with consecutive pyelitis and cystitis, are avoided by prompt elimination. 
Unquestionably, although the speedy removal of Uric Acid and other products of faulty tissue 
change is of conspicuous benefit, yet to PREVENT their formation is a service still more important. 


This service is performed by the BUFFALO LITHIA WATER when it corrects 
those digestive failures which are responsible for the production of deleterious materials.’ 


James L. Cabell, M.D., A. M., LL.D., Formerly Professor of Physiology and 
Surgery in the Medical Department of the University of Virginia, and President of the Nation- 
al Board of Health, says: ‘* L in Uric Acid Diathesis is a 
well-known therapeutic resource. It should be recogn by the profession as an 
article of Materia Medica.’’ 


Dr. J. W, Mallet, Professor of Chemistry, University of Virginia. (Extract from report 
of anaiysis of uli discharged 
by patients under the action” of BUFFALO LITHIA WATER Spring No. 2): 

**It seems on the whole probable that the action of the water is PRIMARILY and MAINLY 
upon URIC ACID and the URATES, but when these constituents occur along with and as 
cementing matter to Phosphatic or Oxalic Calculus materials, the latter may be so detached and 


broken down as to disintegrate the Calculus as a whole in these cases, also thus admitting of 
Urethral discharge.” 


Spring No. 1 is both a NERVE and a BLOOD TONIC, and in PALE, PEEBLE, and 
ANEMIC SUBJECTS is to be preferred. In the absence of these symptons No. 2 is to be preferred. 


BUFFALO LITHIA WATER is for sale by Grocers and Druggists generally. 
Testimonials which defy all imputation or questions sent to any address. 


PROPRIETOR - BUFFALO LITHIA SPRINGS - VIRGIN 
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EUROPE 
wo 

AMERICA 


LIMITED 


REOISTERED 


SSS 
PIANOS 


UNQUESTIONED 
IN QUALITY 


UNEQUALED 


CATALOGUE MAILED FREE ON REQUEST 


IN TONE 


The FINEST COCOA in the World 


Established 1780. DORCHESTER, MASS. 


Costs Less than. ONE CENT a Cup THE WEBER PIANO COMPANY 


108 FIFTH AVENUE, NEW YORK 
WALTER BAKER «@ CO. Ltd. 266 WABASH AVENUE, CHICAGO 


have been established over YEARS. By our system of 

every family in moderate circumstances can oma 
oe agonal We take old instruments in exchange and 

in your home free of expense, 


PIANOS 
piano 
vose Sn 
VOSE & SONS PIANO CO., 16e Boyisten St., Boston, Mass. 
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